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A Banker’s Diary 





Mid-December—Mid-January 


lor the first time since the war, the end of the year 
was passed without any market borrowing from the 
Bank of England. As usual, the market 

ba Money dated its Treasury bill applications so that 

Market 

it had heavy maturities from December 28 

to December 31, and no payments to make for new bills 
until Saturday January 1. The result was that the 
Government had to borrow heavily over the end of the 
vear in order to meet - Treasury bill maturities, and the 
cash so raised by the Government and paid out against 
maturities provided all the funds neede -d by the joint- 
stock banks on the last day of the year. The amount 
actually borrowed by the Government from the Bank 
came to £55°7 millions, and the release of this sum 
relieved the market from any necessity of borrowing 
on its side. Since the New Year, money has been excep- 
tionally easy, and some outside lenders have been 
lending at } per cent. Recent Bank returns show that 
bankers’ deposits remain unusually high, as although 
the Government has repaid its year-end loans, bank 
cash has been replenished by the rapid return of notes 
from circulation. Also the seasonal redemption of Trea- 
sury bills has begun, and while much ot the cash so 
released is re-absorbed through revenue collection, the 
contraction in the volume of Treasury bills is keeping 
discount rates very low. The market has also been 
reluctant to sell bills, owing to the weight of money 
about. The rate for Treasury bills theretore is back to 
! per cent., and three-months’ bank bills are no better 


than 43 per cent. 


























DURING January the market was over-shadowed by the 
fresh vicissitudes of France and the franc. The original 
The cause of depression lay in the Christmas 
Foreign labour troubles, which aroused the fear 
Exchanges that the Government then in power was 
not in a position to enforce the law. Then came the 
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revelation, in the Bank return of January 6, that the 
French Treasury had had to borrow a further Frs. 5,000 
million from the Banque de France. This raised the total 
Government borrowing to Frs. 31,909 million out of a 
maximum amount authorised of Frs. 37,098 million. 
When making full allowance for certain off-setting items, 
the Government was left with only a borrowing margin 
of about Frs. 7,000 million. During early January, 
events moved fast. A fresh flight of funds from France 
cost the French authorities some £30 million in gold 
and sent one month's francs out to the very wide discount 
of Frs. 10. Then came the resignation of the Govern- 
ment on January 14. Exchange dealings in Paris were 
suspended on that day, but in London, sterling rose to 
Frs. 154 (against recent rates of Frs. 1473). The next 
week, however, the franc rallied. There were a number 
of outstanding bear positions which had to be closed, 
and fears that a new government might impose exchange 
restrictions induced further covering. Consequently, 
while the new Government is not regarded with any 
great confidence, the spot rate improved to Frs. 1493, 
while one month’s francs came in to Frs. 14 discount. 
Other foreign exchange rates had been very steady, 
though at one time the belga weakened slightly in 
sympathy with the franc. Reference to the new 
Brazilian exchange restrictions is made on a later 


page. 


OVER Christmas, 1937, the note circulation rose from 
{480-4 millions in mid-December to {509-3 millions in 

Christmas week. This increase of {28-9 
en Note millions was much the same as that of the 

irculation : ; 
previous year, so that if allowance be made 
for the intervening rise in retail prices and also in railway 
fares, it looks as if the volume of spending may have 
been less than that of the previous year. The Christmas 
peak of £509-3 millions constitutes a new high record, 
while the Christmas expansion fully justifies the tem- 
porary increase of {20 millions in the fiduciary note 
issue. Since Christmas the notes came back from cir- 
culation more rapidly than in the previous year, and by 
the middle of January the bulk of the notes had returned. 
The way was therefore clear for the reduction of the 
K 
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fiduciary note issue to its present normal size of £200 
millions, and this reduction was duly announced on 


January Ig. 


On December 31 there was duly issued the return of the 
amount of gold held by the Exchange Equalisation 
- ,, Account on September 30 last. A com- 
ae ee parison with the preceding return, for 
March 31, 1937, is made in the following 

table :— 


Intervening 
Mar. 31 Sept. 30 Change 


Quantity (million fine ounces)— 











Bank of England .. -. 73:8 76-8 + 3:0 
Exchange Account ~~ a9 39°9 + 13-2 
Total me .. I00°5 116-7 + 16°2 





Value (£ millions : at 140s. per 

















fine ounce)— 
Bank of England .. .. 516-9 537°6 + 20-7 
Exchange Account .. 186°7 279°3 + 92:6 
Total si .. 703°6 816-9 +113-3 
Bank of England (£ millions : 
valued at statutory price) 313:7 326-4 + 12-7 


Valued at 1I4os. per ounce, Great Britain gained 
during these six months £113-3 millions of gold, the bulk 
of which was taken by the Exchange Equalisation 
Account. This period of course covered both the gold 
scare of the late spring, and the summer and early 
autumn flights from the franc. Thus the British autho- 
rities had to support the London bullion market during 
the gold scare and also took Jarge amounts of gold from 
France. These movements easily explain the six months’ 
increase. Since September 30 there was initially a reverse 
movement of gold back to France, and by the middle of 
December the British Exchange Account had probably 
lost gold on balance. The January crisis in Paris, how- 
ever, has once more reversed the direction of the gold 
flow, so that it is impossible to say what the present 
position is. Nor can we foresee how much gold the 
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Exchange Account is likely to hold on March 31 next, 
for everything depends upon what happens in France. 


THE following table summarises bank clearings at the 
London and Provincial Clearing Houses during the 
, past three years. Superficially it is a 

hang Tee record of continued expansion, but the 1937 
e returns require careful interpretation before 











Clearings 
they can be fully understood. 
(£ millions) 

1935 1936 1937 

London clearings :— 
Town clearings .. -. 32,444 35,039 36,719 
Metropolitan clearings 1,887 2,040 2,162 
Country clearings is 3,229 3,538 3,805 
Total .. -. 37,560 40,617 42,686 
Provincial clearings: Total.. 1,283 1,394 1,472 


Analysing the 1937 returns quarter by quarter, the 
first two quarters of the year were a record of continued 
progress, this being particularly true of the second 
quarter. The third quarter showed signs of hesitancy, 
with London clearings only 2-9 per cent. higher than 
those of the third quarter of the previous year. Finally 
the fourth quarter gave evidence of a set-back, parti- 
cularly in town clearings which showed a decline of 
9:5 per cent. Metropolitan clearings were little changed 
from the previous year, while country clearings showed 
a small rise of 3-3 per cent. Provincial clearings were in 
most cases disappointing. On the whole, town clearings 
illustrate the severity of the year’s stock market reces- 
sion, while the remaining clearings confirm the other 
indications of a moderate recession in general business. 


THE December trade returns show decreases in both 

imports and British exports. Imports stood at {94:3 

millions, against {97:3 millions in Nov- 

een ember and £83:5 millions in December, 

Trade 1930. British exports at £43-9 millions 

were {1-3 millions lower than in November, 

but are still £3-4 millions above their level of a year ago. 

Re-exports also decreased from {5-3 millions in November 

to {5:0 millions in December, the latter figure com- 
“s 
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paring with {6-2 millions in December, 1936. The 
returns are summarised below :— 


Dec., 1936 Nov., 1937 Dec., 1937 
£ rill. £ mill. £ mill. 
Imports... . = 835 97°3 94°3 
Exports... .. 405 45°2 43°9 
Re-exports a 6-2 5°3 5:0 
Total exports .. 40°79 50°5 48-9 


Imports for 1937 amounted to {1,02g-I millions, 
against £847-8 millions in 1936. British exports totalled 
£521-°6 millions, against {440-6 millions in the previous 
year, and re-exports stood at {75-2 millions, compared 
with £60-8 millions in 1936. The adverse trade balance 
therefore amounted to £432-3 millions, against £346-4 
millions in 1936. 





The British Bank Balance Sheets 


HE main trend during 1937 was the rapid growth 
| in bank advances. This growth was relative as 
well as absolute, for in most cases the ratio of 
advances to deposits was greater at the end than at the 
beginning of the year. Thus up to a point it is fair to 
say that the demand for banking credit has at last begun 
to increase faster than the supply, with the inevitable 
result that some of the banks have had to reduce their 
holdings of bills and securities. This is not entirely a 
bad thing, for it means that the banks, which a few years 
ago were tending to become investment trusts, are now 
reverting to their normal functions. It has also made 
banking more profitable than in previous years. On 
the other hand it is a trend not without interest to the 
government and the nation, especially at a time when the 
country is committed to a long-term defence borrowing 
programme. 

The year’s growth in bank profits is illustrated in 
the table on the following page. In many cases the 
increase in net profits is substantial, so much so that in 
one or two instances shareholders are able to partici- 
pate. Thus Westminster Bank is paying a cash bonus 
of 2 per cent. on its {4 shares, which raises the 
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total distribution to the pre-depression level of 20 
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per cent. Martins Bank is paying a centenary bonus 
of 2 per cent., hitherto deferred from 1931. The District 
Bank has raised its dividend on the “A” and “C” 
shares from 16% to 174 per cent. The Midland Bank 
maintain the same rate of dividend, but has to meet this 
year the claims of the new capital. 


ENGLISH BANKING PROFITS AND APPROPRIATION 
(000’s omitted) 


























H neorr Other 
: Contin- , 
Net Profits Dividends onaeinn Appropria- 
} = tions* 
_ —E an w ——— 
1936 | 1937 | 1936 | 1937 | 1936 | 1937 | 1936 | 1937 
within a eS . iE ciientill 
te Pe ae | 
| £ £ f & | | £ £ 
Barclays... .. [1,804 | 2,134 | 1,588 | 1,562 | Nil Nil 306 572 
Lloyds ne .. 11,744 | 1,832 | 1,370 | 1,347 | 250] 400 124 85 
Midland... .- | 2,468 | 2,508 | 1,738 | 1,764 300 300 430 444 
National Provincial | 1,770 | 1,875 | 1,422 | 1,422 Nil Nil 348 453 
Westminster as | 1,732 | 1,751 | 1,185 | 1,165 Nil Nil 547 586 
Martins as <a) oe 854 582 666t! Nil Nil 188 188 
District ; -- | 490] 519 362 373 Nil Nil 128 146 
The National sa | 222} 220 | 180 180 | Nil | Nil 42 40 
Williams Deacon’s | 294] 311 234 | 234] Nil | Nil 60 77 








* Includes any change in undistributed profits. 
+ Includes a distribution in lieu of a ‘‘ 1931 Centenary Bonus ’’. 


As regards other allocations, only two banks feel it 
necessary to draw upon disclosed profits for contingencies. 
Here it may be added that notwithstanding the year’s 
set back in the security and commodity markets, the 
profit and loss accounts generally suggest that the banks 
have not had to make undue provision for bad and 
doubtful debts. Some of the banks have increased 
their normal appropriations to premises and pensions 
accounts. Three banks have taken the opportunity to 
strengthen their reserve funds. Thus Barclays Bank and 
the National Provincial Bank have each transferred 
£500,000 from the year’s profits, at the cost of a reduc- 
tion in the amount carried forward. Lloyds Bank, as in 
the previous year, has transferred £500,000 from Invest- 
ment Account. This last operation suggests that the 
banks have had an ample margin in hand against the 
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year’s moderate decline in the gilt-edged market. The 
National Bank has repeated its allocation of £20,000 to 
its reserve fund out of the year’s net profits. 

Coming now to the balance-sheet items, the next table 
gives the chief liabilities of the banks :— 


ENGLISH BANKING LIABILITIES 


| 





| Capital and Deposits, Acceptances, 
Reserves ete. etc. 
1930 | 1937 1930 1937 1930 | 1937 
‘mn. | ¢mn. |; {mn. | {mn. | {mn. | {mn. 
Barclays . | 26-1 | 26-6 | 429°5 | 434°6 | 9°3] 8:5 
Lloyds .. ” .- | 24°8 | 25°3 | 407°3 | 411°3 | 33°0 | 28:5 
Midland ;, ..  25°7 | 27°6 | 488-4 | 497°8 18-6 | 20°7 
National Provincial .. | 17°5 | 18:0 | 321-9 | 320°8 | 8-4] 9°5 
Westminster 18-6 | 18-6 | 369-0 | 370-0 | 20-6 | 20-9 
Coutts .. 2:0 | 2°0 23°9 23°4 | O°5 0'7 
Glyn, Mills I°g*, 1-g*, 41-0] 37°4| 3:2] 3:2 
Martins 7°51 7°7 O41 | 96°2} 7-9] 98 
District in 6-0} 6:0, 787} 815 | 7°3] 93 
The National .. 2:6 | 276, 38-r!] 37°1 | o-3] o-2 
Williams Deacon's 2°7 | 2:7! 37°8} 38-8! r-4] 1°5 


* Includes {260,000 reduction of bank premises accounts. 


The year’s increases in capital and reserves reflect the 
recent appropriations to certain of the banks’ Reserve 
Funds, and also the increase in the Midland Bank’s capital. 
Deposits are in the aggregate higher, but theirexpansion | 
is by no means shared in by all the banks, nor is it 
particularly striking. Acceptances, etc., show no definite 
trend. The banks do not follow the same procedure in 
their computation of this item, but there certainly appears 
little sign that the year’s expansion in overseas trade 
has led to an increase in the quantity of bills drawn in 
London. One explanation is that the spread of exchange 
restrictions has forced the adoption of other means of 
finance. 

The third table shows those assets which for all 
practical purposes can be ranked as cash. 
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’ CASH AND CALL MONEY 





|Cashin hand | Cheques Money at Call 
| and at Bank and and Short 
| of England Balances Notice 


| 


























| 1936 | 1937 | 1936 | 7937 1936 | 1937 

| 
= 7 | | | 

| {mn. | {mn. | {mn. | {mn. | {mn. | {mn. 
Barclays .. | 51-9 | 54°8 | 14°7 | 15°9 | 26°3 | 27°1 
Lloyds | 45°2 | 43°8 | 16-9 | 17°4 | 37°8 | 24°5 
Midland is | 52°9 | 54°0 | 22-1 | 18-7 | 28-7 | 25-4 
National Provincial . | 34°3 | 32°4 | 10°5 | 12°5 | 29°4 | 21°8 
Westminster | 41°r | 38-6 | 12-1 | 13°g | 45°0 | 27-9 
Coutts .. | 2*4] 294] O8] o-8 si as 
Glyn, Mills 5°9 | 6:0] 3:2 2°9 | 14°2 | 93 
Martins 9°9 | 10°2| 3°8| 4:2] 5°5 | 23 
District .. 8-1} 8-7] 2:9! 3:0] 88 | 8-3 
The National S| 4a, * | 4°2 | 3°4 
Williams Deacon’s 4r1 190 | 2°4] 2°5] 5°6] 6-0 








* Not shown separately. 





Changes in cash are neither uniform nor particularly 
marked. A year ago we suggested that the imminence 
of defence borrowing might induce the authorities to a 
further expansion of the credit base. Fortunately they 
have on the whole resisted that temptation. The bulk 
of the year’s gold acquisitions have been placed in the 
Exchange Equalisation Account, and the Bank of England 
has done little more than offset in various ways the year’s 
increase in the note circulation. Bankers’ deposits, which 
form part of the joint-stock banks’ cash, have, so far as 
can be deduced from the Bank return, undergone little 
change, and joint-stock bank cash is in the aggregate 
practically unchanged. 

Balances with other banks and cheques in course of 
collection again show little definite trend. Call and short 
loans are on the whole reduced. The Stock Exchange is 
no doubt taking less short money than it did a year ago, 
but apart from this the year’s growth in advances means 
that the banks have probably had less to lend. Never- 
theless the discount market has been amply supplied with 
funds. Complete proof of this is found in the fact that 
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for the first time since the war, resort to the Bank was 
avoided at the end of the year. 

Generally speaking, the authorities have maintained 
their declared policy of cheap and plentiful credit, but 
there has been no real inflation, and the credit position 
has not been allowed to get out of hand. 

The next table gives the banks’ chief earning assets :— 


ENGLISH BANKS’ CHIEF EARNING ASSETS 


Discounts | Investments Advances 





1936 | 1937 


{ 
1936 | 1937 | 1936 1937 
| 





fmn.| {mn.; fmn. | fmn. | {mn. | {mn. 
Barclays -- | §9°2 | 50°4 | 109-4 | 102-4 | 179-6 | 196-3 
Lloyds -» | 4§°I | 43°0 | 116-1 | 114-0 | 149°3 | 170°8 
Midland... 74°4 | 83-2 | 127-9 | 117°4 | 189-3 | 207-9 
National Provincial | 44-2 | 35-1 | 88-3 86-0 | 122-1 | 140-4 
Westminster -. | 44°7 | 51°8 | LII-I | 112-0 | 125°3 | 136°5 
Coutts is o I'3]} 1-4 8-9 8-9 | 10°4] 93 
Glyn, Mills .. ‘a 0-7 | O-7 | Y0O°4| 10-6} 7:7} grt 
Martins - a 3°5 | 3°9| 33°0! 31°74! 41°3| 42-4 
District 6-5 | 5°5| 29°4)| 29°6| 27°4| 30:8 
The National ‘ I'S} 1°5 | 15°4/] 14°3| 15°6!| 16-6 
Williams Deacon’s .. 2°5 2°5 12°9 1I°5 | 12-0 T4°4 


} | 
H | 


To interpret this table, it is easiest to begin with a 
summary of the year’s changes, deduced from the 
aggregates for all the banks :— 





End of :— 1936 1937 Intervening 
(£ millions) change 
Deposits ie a 2,349 +-20 
Cash .. 260 (11:2%) 260 (11-1%) 
Discounts 283 (12°1%) 279 (11°9%) - 4 
Investments 661 (28-4%) 638 (27°2%) 23 
Advances. 879 (37°7%) 974 (41°6%,) 95 


The table shows that a year ago the banks were amply 
supplied with cash, and this was an additional argument 
against any further expansion in the credit base. In- 
vestments and advances together then equalled 66-1 per 
cent. of deposits, advances alone equalling 37-7 per cent. 













Vas 
ned 


but 
ion 


tw 


— Dor mM OO Un oO 


a 


page _ 
D 


BANK BALANCE SHEETS 109 


Now the banks as a rule do not let the combined ratio of 
investments and advances rise much above 70 per cent. 
Therefore, as during 1937 the advance ratio rose to 41-6 
per cent., it was advisable to make some reduction, both 
absolutely and relatively, in the amount of the securities 
held by the banks. This explains the year’s drop in 
investments. At the same time the banks have felt 
justified in allowing the combined ratio to increase to 
68-8 per cent. This in turn has entailed some reduction 
in the more liquid assets of the banks. Their cash ratio 
has deceased fractionally to 11-1 per cent., while the 
banks are also holding less bills than a year ago. In the 
aggregate the banks are now lending more, though their 
advance ratio is still well below its pre-depression level of 
over 50 percent. The year’s increase in advances explains 
the increase in profits, but lower interest rates and the 
inability of the advance ratio to rise to its 1929 level 
means that the shrinkage in profits during the depression 
cannot wholly be made good. . 

Coming now to the three chief discount companies, 
their results are shown in the following table :— 


| Deposits, | Billst 


Profits* aie | Investments 


! 





| | | | | | | 

| 1936 | 1937 | 1930 | 1937 | 1930 | 1937 | 1936 | 1937 
| | | | | | 

| | | | | 





| 
} 
e a eee ee :, 

| £thou.| {thou.| fmn. | {mn. |} {mn. | mn. | {mn. | {mn. 


Alexanders | 165 154 | 29°1 | 28-1 | 13°4 | 14:0] 15°7 | 15°4 
National. . 179 | 18g | 54°8 | 54°2 | 11-2 | 12°4 | 44°5 | 43°1 
Union .. 244| 251 | 65-4 | 66-3 | 16-1 9°5 | 50°4 | 57°0 


| 


* Excluding rebate on bills not yet due. 
+ Includes bills rediscounted. 

Profits for 1937 are on the whole satisfactory, when 
it is recalled that under the existing cheap money régime, 
bills hardly earn their keep. The margin of discount 
rates over the cost of short loans is now extremely 
tenuous, and the discount houses must depend upon 
these investments for their income. Last year was not 
conclusive to the earning of jobbing protits, and the trend 
of the gilt-edged market was on the whole downwards. 
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I1o 
Then the discount houses depended wholly upon interest 
receipts for their profits. In these circumstances the 
year’s results must be described as very good. 

The final table summarises the year’s Scottish banking 
results. Some complication is caused by the fact that 
the various banks present their accounts on different 
dates, and some of latest accounts are now nearly a 
vear old. 


ScOTTISH BANKING RESULTS 





| | 


























| Discounts 
Profits | Deposits | Cash and 
| Advances 
| | | | { 
| 1936 | 1937 | 1936 | 1937 | 1036 | 1937 ; 1936 | 1937 
a - ane pid is eis i ie) ‘eee 
| thou.) fthou.! smn. | {mn. | £mn. | mn. | mn. | {mn. 
Bank of Scotland .. 316 318 | 30°5 | 37°06 5°4] 5°3 | 13°2 | 10-6 
(To Feb. 29) | } 
British Linen Bank | 290 294 | 33°3 | 36-0 | 9°6 | 11-3 8-9 | a-0 
(To Jan. 15) | j | 
Clydesdale Bank .. | 316] 320 } 34°9 | 37°4 | 6°7 6-1 | 12°g | 13°5 
(To Dec. 31) | 
Commercial Bank .. | 400 | 396 | 42-0 | 46-1 | 7:1 8-8 | 14°2 | 15°8 
(To Nov. 1) | | | 
National Bank .. | 2721! 276] 36°51] 37°0] 4:8] 5:4 | 12:6 | 13-9 
(To Nov. 1) } | | } 
North of Scotland .. | 262 | 246 | 30°6 | 29°4| 5:0] 4°4| 7°8 | 7-7 
(To Dec. 31) } | } | 
Royal Bank .. | 632 | 636 | 66-8 | 69-7 7°3 7°97 1 27°44 | 38s 
(To mid. Oct.) j | 
Union Bank oo | S87 | 988 f g2°0 | 32°8 7°6 | 6°71} 9°7 | 10°7 
(To April 2) | 








On the whole this is a record of further expansion, 
and in a number of cases profits are higher. There has 
also been a general expansion in total resources. Taking 
England and Scotland together, 1937 has been a good year 
from the banking point of view. The banks’ strength is 
unimpaired, and they have been able to meet a growing 
demand for credit and also to increase their profits. This 
is not only to the benefit of their shareholders but also 
adds to the already ample reserve which they hold for the 
protection of their customers. 
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Hitler’s Five Years 


By W. G. J. Knop 


YEAR ago THE BANKER published its special 
A number on economic and financial conditions in 
Germany, which as the most authoritative review 
of its kind met with a wide international response. Since 
then another year—the fifth of Nazi Government in 
Germany—has gone by. And it is perhaps a good 
moment to ask what this fifth year has brought to 
Germany, and whether it has produced any developments 
in the light of which the conclusions of last year’s special 
number of THE BANKER have to be revised or modified. 
A year ago the picture presented by the economic 
position of Germany was clearly one to warrant the 
gravest concern, both as regards the effect of Nazi 
economic policy on the well-being of the German people, 
and on the peace of the world. Unhappily none of 
the dark aspects of Germany’s economic policy have 
disappeared; most of them have become even darker ; 
and many fresh causes for anxiety have been added. 
The intensity with which all national life in Germany 
is subordinated to the one goal of military power grows 
persistently. Yet to the extent that this involves 
an ever-growing depletion of material and human 
reserves, the steady encroachment of the State bureau- 
cracy on the last remnants of sound industrial and 
financial policy, the isolation of Germany from the 
rest of the world, and the reduction of the standard of 
living of the nation—to this extent Germany’s economic 
policy becomes the negation of its purpose. Instead of 
strengthening the military power of the country, the very 
intensity of military preparations is sapping it. The 
outside world will have to see to it that the day, when 
the Germans find it impossible to reconcile any longer 
the technical strength of their armed might with the 
moral and material results of its creation, does not offer 
the leaders of Germany the slightest chance of saving 
themselves by a war of despair. 
There has been a notable tendency during the last 
year or two to underestimate the implications of reckless 
public expenditure in the dictatorships. This seems to 
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be the natural reaction from the opposite view widely 
held before, that the spending of milliards after milliards 
for non-productive military purposes, would sooner or 
later involve Germany in financial collapse. This view 
clearly does not hold water; in a totalitarian State the 
powers of the Government over the credit system can 
prevent any danger of a financial breakdown. In Ger- 
many the three main sources of Government revenue are 
taxation, short-term borrowing by means of bill-issues, 
and medium- and long-term borrowing through the issue 
of loans. To bring about a financial collapse would mean 
either that the flow of revenue would cease—a possibility 
which can be ruled out straight away—or that the 
Government would find it impossible to borrow. Yet as 
long as the banks, the savings banks, the insurance com- 
panies and industry have still reserves available for 
investment in Government paper, a financial problem in 
the technical sense does not arise for the totalitarian 
State. And even if, in spite of official compulsion, it 
should become impossible to mobilise these reserves 
through the medium of the money and capital market, 
the Italian example shows that the State can fall back on 
measures of expropriation such as capital levies. 

In Germany the last year has given only further proof 
that the problem of finding money for a constantly and 
rapidly rising Government budget in itself is still rela- 
tively easy. The following table gives a comparison 
between Reich budgetary expenditure and the main 
sources of revenue in each of the five years of Nazi Govern- 
ment. 

In Rm. 1,000 million 


Expenditur Revenue 
Taxation Borrowing 
Long-term Short-term 
1933/34 "7 6-8 — 2-1 
1934/35 Tz-2 a2 0°75 2°4 
1935/30 10+7 9°7 1-68 3°9 
1936/37 20°1 II'5 2+30 4°4 
*1937/35 25°90 14°0 3°60 5°7 
* Approximately. 


A combination of exceedingly heavy taxation with 
extensive borrowing has thus enabled the German 
Government during the last five years to meet its soaring 
expenditure. The purely financial price paid has been 
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an increase in the Reich Government’s internal debt— 
long-term and short-term—from Rm. 9,500,000,000 in 
1933 to Rm. 38,000,000,000 at the end of 1937. Within 
five years, therefore, Germany, whose internal debt had 
been wiped out during the inflation, has joined the 
company of heavily indebted countries. But as long as 
the State is all-powerful, as it is in Germany, it matters 
relatively little (from the point of view of keeping the 
economic machine going) whether the debt stands at ten 
or fifty milliards. There is, therefore, ample justification 
for a point of view which does not attach too much 
importance to the financial aspect in Germany. On the 
other hand, it is a fatal mistake, at present very common, 
to fall into the other extreme. To assert that “no 
matter how much these dictatorships spend, it does not 
seem to make any difference,’ ignores completely the 
fact that first the money has to be taken from somewhere, 
and secondly, that it is being spent for concrete purposes. 
It is here that the weaknesses and dangers inherent in the 
German economic situation are becoming clear. 

By far the most serious aspect of the German Govern- 
ment’s policy of unrestricted spending is the effect it is 
having on the apparatus of production. The spending 
of tens of milliards for the production of armaments was 
bound to have a highly stimulating effect on industrial 
activity, especially as the process of rearmament was 
accompanied by heavy capital expenditure on Nazi Party 
extravagance. Consequently the index of industrial 
production rose from 01-5 in 1933 (1928—100) to 113:7 
at the end of 1936. In permitting this rise in industrial 
production—or in other words in spending so wildly on 
armaments—the Nazi Government committed its car- 
dinal error. If Germany had been a country with con- 
siderable natural resources of all essential raw materials, 
or if she had, like Great Britain, a large income from 
foreign assets and services with which to meet a heavy 
deficiency in the balance of trade, and if in addition there 
were large available savings, an increase of 85 per cent. 
in industrial production as a result of State orders would 
have been a costly, but not a dangerous experiment. 
Germany, however, is notoriously poor in most essential 
raw materials. All she possesses in abundance is coal 
and potash. Nor is she able to feed herself. Thanks to 
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the blundering experimentalism of Herr Darré, the 
Minister of Agriculture, she is even less self-supporting in 
foodstuffs than she was during the last few years of the 
Weimar Republic. Furthermore world economic con- 
ditions a few years ago were such that on no account 
could Germany expect to increase her foreign exchange 
revenue through international trade. 

It was inevitable, therefore, that the Government’s 
rearmament policy should soon lead to a serious shortage 
of German raw material and food supplies. When stocks 
of raw materials had been almost exhausted, and when 
most of the Reichsbank’s gold reserve had gone, the 
German authorities mobilised first the gold and devisen 
and then the foreign securities owned by German citizens. 
At the same time they gave increasing attention to the 
possibilities of extending the production of raw materials 
at home. The cry for autarchy was raised. And the 
greater the shortage of raw materials, the more extrava- 
gant became the efforts to replace foreign raw materials 
by domestically produced substitutes, and to cut down 
private consumption. 

By the end of 1936, indeed, it was unpleasantly clear 
that the Nazi authorities, instead of going the only sound 
way to limit armament expenditure, were setting full sail 
for a policy of economic self-sufficiency. In Nuremberg, 
Herr Hitler announced his Four Year Plan, and within 
a few weeks it became obvious that the German Govern- 
ment meant what it said. THE BANKER at that time 
described the drive for autarchy as “ by far the most 
regrettable outcome of National Socialist economic policy 
we have yet witnessed,” and, it added, “‘ Once Germany 
has been caught in the net of autarchy she will remain 
so for a long time to come. The capital expenditure 
involved in the creation of the new industries is so 
enormous that this fact alone will tend to maintain 
Germany in her artificial isolation.” 

The year which has since passed has seen the Four 
Year Plan in full operation. If twelve months ago there 
were still faint hopes that the Germans might not quite 
mean what they said, the reality of the first year of the 
Four Year Plan has shown that the last dams of economic 
reason have broken down. With an energy worthy of a 
better cause the large-scale production of synthetic raw 
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materials has been taken in hand. Synthetic rubber, 
petrol, textile fibres and resins are already being produced 
in large quantities, and extensive plants for a further 
increase in production are under construction. 

In Central Germany, near Salzgitter, the biggest 
individual steel combine in the country is growing up in 
a hitherto purely agricultural district. It is owned and 
run by the Government, and together with subsidiary 
works in Southern Germany it will, when completed, have 
a productive capacity of 6,000,000 tons of steel annually. 
The ore of which there are large deposits is mined locally. 
But it is of low iron content, and its dressing and smelting 
are too expensive to compete on a profit-making basis 
with the remainder of the German iron and steel industry. 
Elsewhere the most energetic efforts are being made to 
increase the output of metal ore mines. Many other 
examples could be given of the determination with which 
the principles of the Four Year Plan are applied to the 
whole life of the nation. 

Directly and indirectly costs of the Plan are enormous. 
First there are the costs of laying down plant, sinking 
mines and providing transport facilities. In the past 
year alone these direct costs amounted to nearly 
Rm. 3,500,000,000, not including the countless small 
sums spent by private companies on research and the pur- 
chase of individual machines (apart from comprehensive 
plant) for the production of substitutes. Most of the 
capital expenditure on the Four Year Plan has been met 
by private industry, the Government guaranteeing a 
certain return on the capital. About 35 per cent. of the 
capital expenditure is borne by the Reich and public 
bodies. But the last few months of 1937 have clearly 
shown that the trend is towards an even greater State 
participation in the capital outlay of the Plan. Then 
there is the indirect cost of the Plan, which, of 
course, cannot be measured in figures. It is obvious that 
it must be huge, since all the substitutes produced are 
either very much more expensive than the product which 
they replace, or of greatly inferior quality. 

The tragedy of it is that all this money and energy, 
and the privations suffered by the consumer are sheer 
futility. No one can deny that there is a reasonable 
possibility of reducing Germany’s dependence on a 
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number of imported raw materials. But most of the 
endeavours of the Four Year Plan have already gone 
beyond the limits of reason. To some extent an illusion 
of self-sufficiency is created by the ruthless exploitation 
of available reserves. As a result of the large-scale 
production of synthetic textiles and resins, for instance, 
the consumption of wood has risen considerably. In 
order to meet the additional demand, the felling of timber 
has been increased by 50 per cent. above the maximum 
limit required to maintain the German forests. This 
exploitation can be carried on for a number cf years, 
but only with the result that in the end Germany’s 
dependence on timber imports will be many times greater 
than it isnow. In this, as in other respects, Nazi economic 
policy is blatantly irresponsible. It is obvious that the 
bill will have to be met some day. Perhaps the German 
Government believes that when the day comes, it will 
succeed in making others pay. 

The autarchy policy of the German Government which 
has directly emanated from the industrial strain created by 
its rearmament policy has in turn added a new element 
to this strain. The self-sufficiency drive has not, as was 
originally intended, taken the place of the rearmament 
drive. In actual fact, the process of rearmament has 
been intensified during 1937, and consequently the Four 
Year Plan has only increased Germany’s industrial 
difficulties. The index of industrial production, which at 
113°7 had already reached a record level at the end of 
1936, continued to rise to as much as 126 in November, 
1937, the latest available date. 

This soaring industrial production is more than the 
German industrial apparatus can reasonably support. 
For one thing a serious shortage of labour has been added 
to the shortage of raw materials, with the result that 
German industry has been trying wherever possible to 
replace human labour by machines. But far from being 
able to meet the additional demand for machinery, 
it has even been unable to cope with the demand 
for the replacement of existing plant. In all these 
years of rising industrial activity far too little capital 
expenditure has been devoted to replacement of 
machinery, partly because the larger part of industrial 
profits has found its way into the pockets of the State 
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(in the form of taxes or loans), and partly because 
the laying down of new plant (for armaments and 
substitutes) has swallowed up the remainder. Conse- 
quently a rapidly increasing part of the German indus- 
trial equipment is being worn out and is in urgent need 
of renewal. But little can be done while rearmament 
and the Four Year Plan take precedence. In consequence 
there is a decline in the efficiency of production and a fall 
in the quality of output together with rising costs of 
production. 

The most striking example of the deterioration in 
Germany’s industrial equipment is afforded by the Reich 
Railways. For five years only the most urgent repairs 
have been carried out, and fewer locomotives, carriages 
and trucks have been built than have been withdrawn 
from service. Thus as compared with 1933, the railways 
to-day have to carry a traffic which has increased by 
70 per cent. with a rolling stock that has become reduced 
by 10 per cent. At the same time the quality of the 
new rolling stock put into service is deplorable, partly as 
a result of the use of substitutes, and partly owing to the 
general decline in technical efficiency. The train services 
have become unpunctual, breakdowns are frequent and 
the number of casualties last year was trebled as compared 
with 1936. 

For the last three years the annual reports of the 
Reich Railways have predicted this state of affairs unless 
the railways were given a chance to carry out large 
reconstruction programmes. Now this year’s report 
openly admits that conditions have become intolerable. 
The German Government, however, decided that, firstly, 
it needed the railways’ profits for other purposes, and, 
secondly, that the armaments industries could not be 
deprived of the quantities of raw materials which a large 
programme of railway development would have required. 
But while the German railway system has been allowed 
to fall into disrepair, milliards are being spent on the 
construction of the famous new motor roads. Possibly 
the Nazis believe that their strategic needs are better 
served by an efficient road system, than by an efficient 
railway system. 

Something must also be said about the combined 
effect of armaments, public extravagance and the Four 
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Year Plan on the standard of living of the German 
people. Again the experience of the last year allows of 
a more precise answer than was possible in the earlier 
stages of National Socialist Government. Few, even 
among the most ardent apologists of the Nazi régime 
maintain that the standard of living of the average 
German has risen since 1932. Attempts, however, are 
sometimes made to prove that the standard of living has 
remained stationary since 1933. Yet even this is too 
optimistic a statement as far as the majority of the 
nation is concerned. It is probably true for the five 
million people who in 1932 were unemployed and who 
have since been given work. But for the bulk of the 
working class as well as for the middle class—especially 
those with fixed incomes—the last five years have meant 
a decline in the standard of living by anything from 
ro per cent. for the working class to 20 per cent. for the 
middle class. 

If the increase in working hours is taken into consider- 
ation the average gross income of the working man since 
1933 has increased by about 15 per cent. Against that 
the official indices for foodstuffs have risen by 12 per 
cent., those for clothing by 21 per cent., while rents are 
officially reported to have remained unchanged. These 
figures, however, are apt to be misleading unless one 
takes into account their method of compilation. In the 
first place all price indices are based on the official maxi- 
mum prices fixed by the authorities in their endeavour to 
keep prices down. In actual fact, as the German press 
itself admits, the maximum prices are generally exceeded. 
Secondly, there is a serious decline in quality. Thirdly, 
the shortage of many foodstuffs and consumption goods 
automatically forces the consumer to resort to more 
expensive qualities. The cost of living has consequently 
risen very much more than is apparent from the official 
index figures. Furthermore, the burden of taxation and 
of special ‘‘ voluntary ”’ contributions has become a great 
deal heavier than it was five years ago. If all these 
factors are taken into account, it becomes obvious that 
the standard of living must have fallen remarkably. But 
the fall has been so evenly spread out over half a decade 
that it has been almost imperceptible to the individual. 
A skilful propaganda, which suggests that security of 
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employment is equal to a satisfactory standard of living, 
is contributing its share. A continued decline in the 
standard of living must, however, be felt more acutely, 
no matter what steps are taken to veil it. 

Symptomatic of the tendencies which have gained the 
upper hand in Germany has been the loss of control by 
Dr. Schacht. Undoubtedly the former Minister of Econ- 
omics carries a full measure of responsibility for the 
dangerous path followed by the new Germany. But no 
one will deny that for the past fifteen months Dr. Schacht 
has put up a courageous resistance to a policy which he— 
unhappily too late—recognised as leading to disaster. Yet 
slowly the control over Germany’s economic destiny has 
passed from the hands of Dr. Schacht into those of 
General Goering, a man of military energy rather than of 
understanding of economic factors. In November Dr. 
Schacht was dropped from the Ministry of Economics 
which has since been merged with General Goering’s 
Four Year Plan organisation. Since then it has also 
become apparent that the retention by Dr. Schacht of 
his office as President of the Reichsbank was merely a 
device to soften the shock of his retirement. 

Germany thus enters her sixth year of National 
Socialist rule in a condition which is anything but 
reassuring. The more the country is drawing on its 
economic stamina the more it succumbs to autarchy and 
State Socialism. A year or two ago it might still have 
been possible for foreign assistance to have restored 
Germany to a sound economic basis. Even this slender 
chance has now been destroyed by Germany’s own 
actions. 
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Silver Again 
By H. C. G. Slater 


HE non-renewal of the London Silver agreement 

of June, 1933, has once again created a feeling of 
uncertainty over the future world price for silver, 

It will be recalled that a main purpose of that Agreement 
was to prevent the price of silver falling below 18d. per 
standard ounce, and to this end the Governments of the 
chief producing countries, the United States, Canada, 
Mexico, Australia and Peru, were to withhold from or take 
off the market a total amount of 35 million ounces annually 
for the four years beginning I January, 1934. Further- 
more, the Indian and Spanish Governments agreed to 
restrict sales of surplus stocks to a total figure of 
160 million ounces between them in the same period. 
The Chinese Government also agreed not to sell supplies 
derived from demonetisation of its Silver coin. It was 
hoped by these means to restore to silver some oi its 
lost prestige for monetary purposes and to place its 
future value on a more stable basis. Unfortunately the 
trend of events subsequent to the signing of this 8-Power- 
Agreement soon dispelled any hopes of the possibility 
of a stable long-term price for silver. Instead silver has 
passed largely under the domination of American policy. 
The way in which this come about is now a matter of 
history, a history in which the political activities of a 
handful of American Senators have played a large part. 
Following the London Silver Agreement of June, 1933, 
the United States Treasury was authorised by President 
Roosevelt’s Executive Proclamation of December 21, 1933, 
to absorb at least 24,421,410 fine ounces of newly-mined 
silver annually at a price of 64} cents per ounce, a price 
which was nearly half as much again as the then world 
price of about 43 cents. This step was followed by the 
devaluation of the dollar in January, 1934, and the 
revaluation of silver for currency purposes at $1-29 cents 
per ounce. Then came the passing of the Silver Purchase 
Act of June, 1934, by which a 3 to 1 ratio between the 
gold and silver monetary stocks of the country was to 
be maintained, and this paved the way for the Executive 
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Proclamation of August 9, 1934, under which all silver 
in the United States was nationalised and taken over 
by the Treasury at 50-o1 cents per ounce, while a 50 per 
cent. tax on profits accruing from dealings in silver was 
imposed. While the outside world was keenly interested 
in these domestic episodes of the American Government 
in so far as they affected silver, it was not until the 
United States Treasury started in August, 1934, its 
intensive campaign of buying supplies in the world 
markets at gradually rising prices, that the utter futility 
of its silver purchasing policy was exposed. As specu- 
lative activity raised the world price, so did the American 
authorities raise the price they were paying for domestic 
silver while continuing to make heavy purchases in the 
world market, thus encouraging the belief that they 
would support a higher world price. Between July, 
1934, and April, 1935, the price of silver rose from about 
2od. to over 36d. per ounce, and though enormous 
supplies were thrown on the market from Indian and 
Chinese hoards and other sources, these were absorbed 
in the belief that the American Treasury would continue 
to support the world market price. Gradually, however, 
it became apparent that the American Treasury would 
continue to buy silver only when it suited it to do so, 
and then only at progressively lower prices. By 
December, 1935, the price had again fallen to about 
204d., at which level Indian buying became a feature 
and lent genuine support to the market. Since that date 
the range between the highest and lowest London quota- 
tions has been extremely small (about 43d.), while the 
average price for both 1936 and 1937 has been 207d. 
per ounce. 

Coming now to the main factors governing the out- 
look for silver, as regards the American Treasury policy, it 
must be remembered that the Secretary of the Treasury, 
Mr. Morgenthau, has himself said that the buying of 
silver is on a “ 24 hour basis,’ though he has also stated 
recently that the purpose of the American Government 
was to keep an even world price for silver. Political 
expediency was largely the motive behind the passing 
of the Silver Purchase Act of 1934. It may equally cause 
a cessation of the attempts to implement its provisions, 
more especially as the growth of American gold reserves 
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more than keeps pace with the increase in silver holdings, 
thus making the 3 to I ratio as difficult as ever to attain. 
At the end of 1934 American gold stocks amounted to 
about $8,000 million. On this basis, and taking into 
consideration the silver stocks then held of about 
1,000 million ounces, it was estimated that a further 
1,200 million ounces of silver were required in order to 
establish the requisite 3 to 1 ratio of gold to silver in the 
country’s metallic reserves. At the end of 1937, American 
gold stocks were valued at approximately $12,750 
million, and in spite of the increase in the silver holding 
to about 2,171 million ounces, over 1,100 million ounces 
of silver were still required to fulfil the provisions of the 
Silver Purchase Act. Meanwhile the opponents of that 
Act are still active, and as recently as August 4, Senator 
Townsend of Delaware introduced a resolution in the 
Senate calling for an investigation of the Government’s 
silver purchase programme, while at a conference in 
Atlantic City on December 28, 1937, 60 leading American 
Economists urged the repeal of the Silver Purchase Act 
and asked that the Treasury end the subsidy granted to 
domestic producers, and that silver should be permitted 
to find its market level without interference. A few 
days later the price for the purchase of domestically 
mined silver was reduced from 77:57 cents per ounce to 
64-64 cents per ounce, but no alteration was made in 
the price paid for world supplies which remained at 
44? cents per ounce. 

In 1936, the American Treasury agreed to purchase 
from Mexico and Canada all silver newly mined in those 
countries, and on December 31, 1937, it was announced 
that these agreements were to be continued throughout 
1938, and that in addition the American Treasury would 
buy at 45 cents per ounce about 35 million ounces of 
silver accumulated by the Bank of Mexico. It is believed 
that similar arrangements will be made with Peru 
and other South American producers. Assuming no 
fundamental change in American Treasury policy, it 
seems that during 1938 at least, the output of the most 
important producing countries will not be placed on the 
world market. The position of the two great holding 
countries, India and China, remains to be examined. 
China has an agreement with the United States made 
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in May, 1936, to exchange her silver stocks for gold, and 
it has been announced that this agreement will continue 
until June, 1938, at least. Following the abandonment of 
the silver standard in November, 1935, and the adoption 
of a paper currency backed by adequate reserves, China 
has had no difficulty so far in maintaining a stable 
exchange rate for the Chinese dollar. In spite of the 
ravages of the Sino-Japanese war it is thought that the 
exchange can still be firmly maintained, on a favourable 
trade balance, for a considerable time, and, at the 
moment, no change in Chinese monetary policy, such as 
panic selling of silver reserves on the market, appears to 
be indicated. Several large shipments of Chinese silver 
through Hong Kong to this country recently have 
aroused fears that these supplies will be thrown on the 
market here, but it may be said that these represent 
further instalments of the silver for gold policy in- 
augurated in 1936 between the United States and China, 
and that the whole of these shipments, estimated at some 
200 million ounces and valued at about {15 millions, will 
in due course be shipped to America under the Agreement. 
Indian Government stocks of silver are estimated at 
present at about 130 million ounces. At the time of the 
handing over of silver stocks to the Reserve Bank of 
India in April, 1935, the Government of India retained 
about 150 million ounces and it has since received from 
the Reserve Bank about 18 million ounces of surplus 
silver in coin. Sales since April, 1935, are not thought 
to have been more than about 38 million ounces in spite 
of India’s right under the London Silver Agreement of 
1933 to sell about 35 million ounces annually, and it is 
possible that the Indian Government has refrained from 
selling its full quota in 1936 and 1937 owing to an 
understanding with the United States Treasury. In any 
case it is not likely at any future time to depress the 
price of silver by large sales on the market, and its 
holdings can thus be ruled out as a bearish influence. 
Though chiefly as a result of American policy silver 
has become largely discredited in the East, the Indian 
peasant still clings to his fondness for the metal when 
the price is suitable and when he thinks silver under- 
valued in terms of gold. At the present level of London 
prices silver is quoted in Bombay at round about Rs. 50 
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per 100 tolas, after allowing for the Revenue duty of 
3 annas per ounce, and this price of roughly 8 annas per 
tola is attractive to Indian buyers provided the outlook 
for silver presents some assurance. In 1936 India 
absorbed about 104 million ounces of silver and in 1937 
about 37 million ounces. It would appear that, given 
a continuation of the recent economic improvement, the 
up-country off-take of silver in India, for hoarding and 
ceremonial purposes, should account for appproximately 
40-50 million ounces at least in 1938. So far as Chinese 
demarid is concerned, it may be stated that the possi- 
bility of the Chinese Government requiring to purchase 
silver for currency purposes is entirely remote. To 
revert to a silver standard would inevitably mean, in 
present circumstances, American domination of China’s 
currency system, and though in the areas controlled by 
the Japanese Army individuals may find it necessary to 
acquire a store of silver, any demand from such a quarter 
would in all probability be negligible. 

There remains, finally, the question of increased 
World Production The table below illustrates the 
position for the last three years. Dealers’ stocks in 
London are about 4 million ounces and in Bombay 
about 10 million ounces, so that, apart from Government 
holdings, private stocks do not appear excessive. 


WORLD SILVER PRODUCTION 
1935 1936 1937* 











(millions of fine ozs.) 








United States .. 485 62°8 68-3 
Mexico a .. 75°6 77°5 88-7 
Canada z 13 ee 19°3 21:6 
S. America .. ~- wees 31°3 36-2 

165°I 190°9 214°5 
All other countries 53°4 59°8 59°1 


Total. oi. WIS+s 250°7 273°9 











* Estimated. 

Assuming 1938 production to be about 280 million 
ounces, it will be seen that if the output of the first 
three countries in the table is retained by the American 
Treasury, the world market is not likely to have to deal 
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with more than about 100 million ounces. Of this 
possibly 30 to 40 million ounces will be required for the 
Arts and Industry and another 40 million ounces for 
Indian consumption, the remainder being absorbed by 
miscellaneous items and coinage requirements. While 
this position is satisfactory for the moment, it is evident 
that, taking a long view, the only solution of the silver 
problem is a broadening of the demand for the metal. 
America clearly cannot continue to support the market 
alone, and it must be remembered that though the 
American Treasury may still require silver supplies equal 
to the amount of three or four years’ annual production, 
any large drop in American monetary gold reserves will 
make the 3 to I ratio much easier of fulfilment. Will 
India then be the main support of the market, and at 
what price level can the Indian peasants’ purchases be 
expected to equate demand and supply? Prediction is 
of course futile, but it would seem that the wisest course 
for those Governments interested in silver is to hammer 
out, while there is still time, some plan of concerted 
action to uphold the price of the metal so that the present 
“24 hour basis’’ may be replaced by something more 
stable. 


Foreign Exchange Settlements 


By a Correspondent 


S a result of international developments during the 
A past six years, the term “exchange clearing ”’ 
has come to have a special meaning. To-day it 

refers entirely to the various clearing agreements between 
different Governments, which have grown out of exchange 
restrictions. The word “ clearing,”’ however, has an older 
meaning in the banking world, in that it refers to the 
clearing of bills, cheques and other articles between 
different banks. This has led to the evolution of a very 
elaborate system, which, however, is essentially very 
simple. Its basic principle is that banks do not make a 
number of individual settlements between each other in 
pairs, but instead pay or receive from the Clearing House. 
The purpose of this article is to see if the same principle 
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can be applied to ordinary dealings in foreign exchange, 
when free currencies alone are concerned. 

From time to time the possibility of such a clearing 
for foreign exchange operations completed in London 
has been mentioned. It has been pointed out that the 
normal result of a series of operations undertaken over a 
period of time is that on any one date the currency 
amounts maturing due, necessitating transfers to be 
made on and off the dealer’s account, might be matched 
up in the market, and only the net amount payable or 
receivable actually passed over the Nostro account. 

In fact, this process of ‘‘ matching up ’’ deals is always 
resorted to in times of difficulty, such as accompanied the 
Spanish Civil War. When payments are difficult to make 
abroad, the market looks round to see whether the number 
of transfers may not be reduced to a minimum, and 
clears the amounts in London, by special and individual 
arrangement. It is unnecessary to point out that the 
sterling settlement is not thereby affected, but that only 
the currency concerned is ‘‘ compensated.”’ 

Seeing that when times are difficult it is possible to 
make such arrangements, the next step is to inquire 
whether when things are running smoothly something 
cannot be done to avoid the continual expense and 
trouble attaching to separate transfers for every deal 
done. When dealing in, say, American dollars, why not 
‘“clear’’ slips of paper on the value date, instead of 
making transfers for each item? 

In theory the problem looks a very simple one. The 
diary of a certain bank at December 20 might read in 
briet like this :-— 


December 20, 1937 


Purchases Sales 
Barc. .. ne .. $50,000 Anglo-Port. .. .. $45,000 
Li. me i - 25,000 Bankers T. vs na 25,000 
Mid... - a 20,000 B. Belge Ka .. 100,000 
N.P. a ie P. 30,000 Blydenstein.. Bs 50,000 
West. .. be .. 100,000 


| A e = we 50,000 


$275,000 $220,000 


Under present procedure, it will be necessary to 
cable or write to New York ordering the payment of four 
amounts that have been sold, and to advise the agents 
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that six amounts should be received. This does not end 
the matter. Nostro accounting must arrange for the 
booking of the ten items, and the necessary additional 
work of reconciling statements when received from 
America. Moreover, when errors occur, there may be 
interest claims for late payments, and so on. 

A clearing system that would be under the control of, 
say, the London Bankers Foreign Exchange Committee 
could arrange for the opening of a special Clearing House 
Account in New York, with, say, the Federal Reserve 
Bank there, and the banker would pay by transferring 
only such sums as he owed on balance. In the above- 
mentioned case he would receive a slip in London telling 
him that he should receive $55,000 out of Clearing House 
Account paid over to his named correspondent. 

In view of the length of time that Clearing Systems 
have been established for cheques in this country, I do 
not anticipate that the explanation so far given is not 
understood by English bankers. But I do think that 
there will be some questions to be asked, and these I will 
endeavour to anticipate. 

One of the most important of these relates to the 
fact that my list of deals maturing is “ hand-picked.”’ I 
have included no commercial firms, no private customers, 
no foreign bankers without London offices. But this 
objection holds for an ordinary cheque clearing. Unless 
a bank is a Clearing Banker, it must operate through 
agents, and there is no reason at all why the same prin- 
ciple should not hold here. When the members of the 
Clearing have been decided, others may only act, if at 
all, through such agents; in any case, it is not suggested 
that all deals must go through the clearing. 

Let it be imagined that the actual diary list included 
many other items, both purchase and sales. This does 
not alter the fact that it is possible to reduce ten transfers 
to only one; the economy is still possible even if there 
are forty more deals that the bank decides not to put 
through the Clearing. 

When the “ Instructions’ department are asked 
where and how the dollars are to be settled, it can say 
“ clearing,” and if the buyer is given the right to decide, 
there can be no point in the seller raising objections. If 
the seller had the right to make the decision (and it is 
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difficult to see how he could claim to demand this), there 
should still be no disagreement, for the buyer may still 
tell the Clearing House where he wants his dollars paid in 
America, and there is no reason why the bank’s clearing 
clerk should not be empowered to mark the clearing 
ticket with the name of the bank’s agent for the day 
who will pay or receive balance money. If he wants 
the balance split over more than one bank, he will, 
however, have to make his own transfers from his 
designated Clearing Account; this can scarcely be 
avoided, but is not such an inconvenience as would 
outweigh other advantages. 

In regard to foreign banks, it may be that some 
system would eventually arise whereby the Central Bank 
of a foreign country would appoint a representative on 
the London Clearing through which the foreign bank 
might clear. This is looking too far ahead. There is no 
need to include any but London market names at the 
outset, in order to make the scheme workable. 

The staff released from the unnecessary work now 
performed by the banks would be more than enough to 
cope with the clearing. Probably less than one-fifth of 
these would be needed. The saving in cable charges 
alone should cover the cost of the Clearing. 

An objection might be raised that the valeur Com- 
pensée risk is a delicate matter for a Clearing House to 
handle. To this must be rejoined that by the process of 
set-off the actual day-to-day commitments of each bank 
to third parties are reduced enormously, and the fact 
remains that only the balances of such accounts should be 
at stake. Here again there seems no reason why existing 
limits should be disturbed. After all, the parties con- 
cerned should make their own arrangements. In any 
case a deposit should be taken in currency, from each 
member, the aggregate of such deposits to be held in the 
foreign clearing account as reimbursement for the trouble 
caused to the foreign banker who will have the payments 
to make. Some remuneration will need to be given him. 

There remain the practical details. It is suggested 
that the scheme be applied to busy currencies only. At 
first it will be advisable to adopt one currency, say the 
U.S. dollar, and to add others as and when experience 
shows that the idea is worth following up. Again, deals 
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should only be put into the clearing if done before, say 
2 p.m. on the day prior to settlement date. After this, 
individual settlement must be effected, and unless deals 
are in at the clearing house by 3 p.m. on the day before 
settlement they cannot be accepted. 

Slips for each deal must be in a “‘ cheque ”’ form, i.e. 
the seller sends the buyer a slip, which he clears, claiming 
the balance due to him, as determined by calculation in 
his own office on a coloured slip (tinted as to Receiving 
or Paying on balance) bearing the name of the agent 
who will pay, or to whom the dollars are to be paid. 
Only one agent would be allowed each day. Settlement 
need not be a prolonged affair. Probably half an hour 
would be enough for the agreement, and thereafter the 
Inspector of the Clearing House would fill in an appro- 
priately printed cable message form, the carbon copy of 
which in strip form would be divisible, so that the 
receivers Should be handed, via their clearing clerks, an 
actual copy of the message ordering their account to be 
credited in New York. This would make the bank’s 
control complete. 

Meanwhile the seller would hand to the buyer a 
clearing house ticket, which the buyer in his turn would 
hand in to the clearing house with a machined list, against 
which is written the names of the sellers. The clearing 
house clerks would agree the total, and make a credit 
entry in the account of the buyer. This account would 
be kept in a series of sheets, many banks on one page, 
arranged alphabetically, and headed up with the date. 
When the inspector has agreed the claim, he initials 
the sheet. If he cannot agree the claim he will pay it, 
provided that the difference is not serious. 

When all the buyer’s tickets are credited, they are 
sorted into order of sellers, machined, and agreed with 
the selling bank’s representative, who attends with a 
note of the difference. Let us suppose that on Decem- 
ber 21 the Blank Bank, Ltd., is a seller on balance of 
$30,621-07. The charges against him amount only to 
$453,000, whereas he has expected them to amount to 
$468,000. The inspector enters up the $15,000 as a 
difference, claims transfer of only $30,621-07, and insists 
that the $15,000 be rectified by the following business 
day. It may happen that one of Blank’s buyers has 
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omitted to machine a charge (perhaps he has it at the 
bank mis-sorted under another date). The amount is 
soon discovered, the buyer is communicated with, and 
the charge put in before the next clearing opens. 

It must be clear that the procedure is simple, the 
volume of work relatively small, and the chances of 
success therefore very high indeed. Objection might 
conceivably be raised against the idea on the grounds that 
it will disclose the bank’s operations in any particular 
currency, and spread the risk of information leaking out 
as to what the bank is doing. To this the reply must be 
that there is no information available that can possibly 
be of any value to outsiders. The rate is not disclosed; 
the commercial customers’ names are not stated; and 
there is no assurance at any time that the deals cleared 
represent the whole of a bank’s operations in that 
currency. Moreover, as often happens, banks must 
make transfers of money from one to another without 
value being stated or passing. For example, clearing for 
underwriters at Lloyd’s requires transfers from the account 
of one bank to the account of others, and these could be 
made on the slips just in the same way as market deals 
could be transferred. In fact, the clearing house would 
not have disclosed to it as much information as has the 
foreign exchange broker. 


Interest on Foreign Deposits 
By Paul Einzig 


N the November issue of THE BANKER I published an 
I article under the title of ‘“‘ Deposit Hunting’’, in 
which I criticised the banks for the excessive interest 
rates paid on foreign deposits. I pointed out that not 
only was it contrary to the interests of the banks them- 
selves to pay more than they need, but that, in so far as 
high deposit rates attracted more ‘“‘ hot money ’”’, the 
sterilisation of this influx through Exchange Equalisation 
Account operations resulted in an increase in the interest 
charged on Treasury bills at the expense of the taxpayer. 
In the meantime, there have been developments in more 
than one direction which justify a return to the subject. 
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The Swiss authorities, realising the disadvantages of 
an excessive influx of “ hot money ’”’, have taken steps 
to discourage this influx by inducing the banks to quote 
less attractive terms to foreign depositors. According to 
the arrangement which became operative in December, 
no foreign deposits are accepted for less than three 
months; a commission at the rate of I per cent. per annum 
is charged on deposits for between three and six months; 
no interest is allowed on deposits maturing in between 
six and nine months; and a very low rate of interest is 
allowed on deposits for periods of more than nine months. 
The banks are entitled to make exceptions in favour of 
the balances of their foreign banking correspondents 
required for normal foreign exchange operations or for 
commercial purposes, but clearly state that the amount 
of such requirements should not materially exceed its 
normal proportions. This example is interesting because 
it shows that it is possible to apply different terms to 
foreign deposits and inland deposits. It disposes of one 
of the arguments brought against the proposal to reduce 
interest rates on foreign deposits with British banks. 
Even though the discrimination may not be watertight, 
the extent to which it is circumvented must necessarily 
be limited. 

Another reason why the Swiss example is worth 
quoting is that it shows that it is possible to limit the 
interest allowed on foreign deposits without having to 
pass legislation to that effect. The Swiss banks were 
willing to comply with the request made by the Swiss 
National Bank. It would be deplorable if we had to 
admit that the British banking community was less 
disciplined than the Swiss, and yet this appears to be the 
case. The Bank of England is understood to have 
approached the London banks in November with the 
request that they should come to some agreement for the 
limitation of the interest paid on foreign deposits. 
Negotiations to that end were carried on under the 
auspices of the British Bankers’ Association, but the 
result was negative, even though the immediate object 
of the negotiations was anything but over-ambitious. 
It was not suggested that the British banks should 
make such drastic changes in their terms to foreign 
depositors as the Swiss banks had made. The suggestion 
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under discussion was that the interest rates paid on 
foreign deposits should be limited to ?# per cent., against 
14 to 1} per cent. paid at present. Even this modest 
aim proved to be unattainable, since it was impossible to 
secure unanimity among the banks. It is understood 
that, as far as the leading banks were concerned, all but 
one were in favour of the proposed reduction and 
limitation of interest rates on foreign deposits. Four of 
the ‘‘ Big Five’ were, and still are, very anxious indeed 
that the present cut-throat competition, leading to the 
payment of unnecessarily high interest rates, should be 
brought to an end. This fact in itself goes a long way 
towards disposing of the arguments put forward by the 
apologists of the present practice. If that practice were 
really justifiable and advantageous to the banks, it 
would not be opposed or condemned by the majority of 
the leading banks. 

Owing to the opposition of one single institution, the 
negotiations have come to a deadlock. There is no 
likelihood of any progress towards agreement unless the 
authorities decide to take a much firmer line than they 
have hitherto taken. Quite conceivably the Government 
may decide to take up the matter. Parliamentary circles 
are beginning to take notice, and are likely to start an 
agitation in favour of putting an end to a system which 
means a loss to the national economy and to the taxpayer. 
It is indeed difficult to see why the taxpayer should be 
made to pay the cost of the cut-throat competition 
between the leading banks in their efforts to show the 
largest increase of deposits. It is possible that if the 
banks are unable to come to an agreement among 
themselves the Government may have to introduce 
legislation providing for the limitation of interest rates 
on foreign deposits. It is hardly necessary to point out 
that such an alternative to voluntary agreement would 
be against the interests of the banks. Once the legislation 
was passed, it would be too late to complain of excessive 
interference by the Government in the sphere of banking. 
The banks would have brought the interference upon 
themselves by their unwillingness to co-operate to the 
same extent as banks in Switzerland and other countries. 
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Appointments and Ketirements 


Banque Nationale de Belgique 


M. Georges Jannsen has been appointed Governor of 
the Banque Nationale de Belgique by royal decree. He 
succeeds the late Sir Louis Franck who died in December. 


Barclays Bank 


The Board of Barclays Bank announces that the 
Rt. Hon. Viscount Wimborne, P.C., who retires by 
rotation, has intimated that for reasons of health he 
does not wish to seek re-election. Mr. Henry Charles Dent, 
who also retires by rotation, has decided not to seek 
re-election, but he will continue to act as a local Director 
for the Exeter District of the Bank. 

Mr. B. W. Murrell, an Assistant General Manager of 
Barclays Bank, has retired after forty-four years’ 
service with the Bank. Mr. Murrell joined the London 
Provincial Bank in 1893. This was absorbed by Barclays 
Bank in 1918, and in 1920 Mr. Murrell was appointed 
General Manager’s Assistant. He became an Assistant 
General Manager the following year. 

Mr. F. J. Smith, City Office Manager of Barclays 
Bank, has retired after forty-one years’ service in the 
Bank. Mr. Smith has been City Office Manager since 
1931, and previous to that from 1918 was Joint City 
Office Manager. Mr. Smith is succeeded by Mr. H. F. 
Martin, a Metropolitan Manager, and Mr. F. D. Stanwell, 
Deputy City Office Manager, who have been appointed 
Joint City Office Managers. 


Canadian Bank of Commerce 


Sir Joseph Flavelle has resigned from his position of 
Chairman and Director of the Canadian Bank of Com- 
merce. He is succeeded by Sir Thomas White, formerly 
a Vice-President. 


Commonwealth Bank of Australia 

Sir Henry John Sheehan, Secretary to the Treasury, 
and a Director of the Commonwealth Bank, has been 
appointed Governor of the Bank. He succeeds Sir Ernest 
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Riddle, who has been Governor since 1927, and is 
retiring through ill-health. 


English, Scottish and Australian Bank 


The English, Scottish and Australian Bank has 
announced the retirement of Mr. H. L. Balding after 
forty-five and a half years’ service. He is succeeded as 
Sub-Manager by Mr. R. J. Allen. Mr. C. N. Harrison 
succeeds Mr. Allen as Accountant. 


Imperial Bank of India 


Sir Hugh S. Barnes has retired from the Chairman- 
ship of the Imperial Bank of India, which he has held 
for twenty-two years. He retains his seat on the Board 
of the Bank. Sir Hugh Barnes is also a Director of Anglo- 
Iranian Oil Company, Anglo-Malay Rubber Company, 
British & Foreign General Securities & Investment 
Trust, Royal Insurance Company (London Board) and 
United British Oilfields of Trinidad. 

The Directors have elected Colonel Sir A. Henry 
McMahon, who has been a member of the Board for 
over twenty years, as the new Chairman. He is Chairman 
of Anglo-American Petroleum Company, Benzol and 
By-Products, Caledonian Insurance Company (London 
Board), China & Japan Telephone & Electric Company 
and Oriental Telephone & Electric Company, and on 
the Boards of Anglo-Egyptian Oilfields (Egyptian 
Government representative), Eagle Oil & Shipping Com- 
pany and Shell Transport & Trading Company. 


Lloyds Bank 


Mr. R. R. T. Shepherd, hitherto a Controller, has 
been appointed an Assistant Chief Controller in succes- 
sion to Mr. W. H. Barrow Williams, who has retired 
after forty years’ service. 


Martins Bank 


The Directors of Martins Bank Limited announce 
that Sir John F. R. Reynolds, Bart., has been elected to 
a seat on the General Board of the Bank. Sir John is 
a partner in Messrs. Reynolds & Gibson, Cotton and 
General Produce Brokers of Liverpool, London and else- 
where. His father, Sir James P. Reynolds, Bart., joined 
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the Board of the Bank in 1906, and was a Director 
until his death in 1932, being Chairman from Ig1r to 
1913. His grandfather, Mr. Francis W. Reynolds, was 


a Director from 1881 to 1891 and Deputy Chairman in 
1890 to 1891. 


Mercantile Bank of India 

Mr. Clifford Henry Figg and Mr. Randal Hugh 
Vivian Smith have been appointed Directors of the 
Mercantile Bank of India, Ltd. Mr. Figg is on the 
Board of several tea and rubber companies, and is 
Chairman of the Alliance Tea of Ceylon and the Imperial 
Ceylon Tea Estates. Mr. Smith is a Director of Morgan, 
Grenfell & Co., Yule, Catto & Co., and the English 
and New York Trust. 


Midland Bank 

The Directors of the Midland Bank have elected 
Sir John Anderson to the Board. Sir John was recently 
appointed a Director of Vickers. He was made a Privy 
Councillor in the New Year honours, having been a 
Privy Councillor (Ireland) since 1920. He retired from 
the Governorship of Bengal in December, and was 
invested by the King with the insignia of the G.C.S.I. 


National Bank of Australasia 

Lord Hutchison has accepted a seat on the London 
Board of Advice of the National Bank of Australasia, 
in succession to Lord Luke, who has retired. Lord 
Hutchison is Chairman of the Glasgow Local Board of 
Phoenix Assurance Company, Chairman of East Asiatic 
Rubber Estates and of Teluk Merbau Plantations, and 
a Director of London Guarantee & Accident Company. 


National Bank of Egypt 

Mr. G. F. Padbury has been appointed Assistant 
Manager of the London Agency of the National Bank of 
Egypt, in place of Mr. H. S. Posgate, who has retired. 


National Provincial Bank 

Sir Alfred E. Lewis, K.B.E., who has been a Director 
of the National Provincial Bank since 1929, and a 
Deputy Chairman since 1934, has relinquished his 
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position as Deputy Chairman, as he wished to be relieved 
of some of his work in the City. He is retaining his seat 
on the Board, and will therefore continue his active 
connection with banking, which has now extended over 
a period of more than half a century. 

The Honourable Jasper Nicholas Ridley has been 
elected to succeed Sir Alfred Lewis as a Deputy Chairman 
of the Bank. The Hon. Jasper Ridley has been associated 
with the Bank since 1921, first as a Director of Coutts & 
Co., and then as a Director of the National Provincial 
Bank. Among other interests he is Vice-President of the 
London Life Association and has served on several 
agricultural and other public committees. 


P. & O. Banking Corporation 

Mr. M. M. S. Gubbay has been appointed Deputy 
Chairman of the Board of the P. & O. Banking Corpora- 
tion. Mr. C. E. Malkinson has been appointed by the 
Board to succeed him as General Manager. 


Yorkshire Penny Bank 


Mr. G. Powys Dewhurst, Chairman of Williams 
Deacon’s Bank, has been elected a Director of the 
Yorkshire Penny Bank. 





Obituary 


Sir Louis Franck 


We regret to announce the death of Sir Louis Franck, 
K.C.V.O., Governor of the National Bank of Belgium 
since 1926, who died at his home near Antwerp on 
December 31, at the age of 69. Last October Sir Louis 
was, at this own request, granted three months’ leave 
of absence by the Minister of Finance, after which he 
was to retire under the age limit. Sir Louis was a former 
Belgian Minister of State and was Minister of Colonies 
from 1918 to 1924. He was an eminent jurist, and 
expert in maritime law, and was Vice-President of the 
International Law Association in London. In October, 
1926, he was entrusted with the direction of Belgian 
monetary stabilisation. Sir Louis was one of the few 
foreign holders of a British knighthood. 
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America 


The Great Recession 


HE business recession in the United States deepened 
| during December, but the rate of the reaction 
appeared slower, and it was generally believed 
that the movement was flattening out. The big in- 
dustries continued to be most affected, and the average 
rate of steel operations at the end of the year fell to less 
than 20 per cent. of capacity, compared with around 
85 per cent. early in September. The deflation of 
bank credit continued and the year-end reports of the 
leading banks showed a falling off in loans and discounts 
sufficient to reduce deposits and total assets to sub- 
stantially less than they had been a year before. 

The general movement is illustrated by the following 
table, showing the position of reporting member banks 
of the Federal Reserve System in Io cities near the 
end of December, compared with a month and a year 
before :— 

(In millions of dollars) 
Increase or decrease 


since 
Dec. 29, Nov.24, Dec. 30, 


1937 1937 1936 

Demand deposits adjusted .. .. 14,432 — 234 — 1,140 
Deposits of foreign banks... “ 442 + 22 + 5 
Total loans and investments. . .. 88,400 — 30 — 1,529 
Commercial, industrial and sananel 

tural loans .. 4,601 — 82 * 
Loans to brokers and dealers in 

securities .. - 894 + 133 — 395 
U.S. Gov’ts. direct and indirect. 9,134 + 48 — 1,345 
Other securities + - 2,881 + 14 — 382 
Reserves ss i ue -» 5,394 + + 264 


* Comparison not available. 


As will be seen the contraction of bank credit in 
the last month of the year was due entirely to a reduction 
in commercial, industrial and agricultural loans. Invest- 
ments of the banks increased, especially investments 
in United States Government obligations, while brokers’ 
loans were slightly higher. The gain in this last item, 
however, was due not to increased borrowing for margin 
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trading in the stock market but to a heavier borrowing 
by dealers in Government securities over the period of 
the Treasury financing in the middle of the month. 
The decline in bank holdings of Government securities, 
which began in July, 1936, seems to have been definitely 
arrested; but the increase in bank holdings has now 
to be made at the expense of other investors, because 
no fresh supplies of Government securities are becoming 
available to the market. 

The budget estimates presented to Congress by 
President Roosevelt on January 5, projected a deficit 
for the present fiscal year, half of which is now elapsed, 
of $1,088,100,000, exclusive of debt retirement; and 
one of $949,600,000 for the fiscal year beginning next 
July 1. The deficit predicted for the current year 
compares with one of $695,000,000 forecast last October, 
one of $418,000,000 forecast last April, and with a net 
surplus of $37,000,000 forecast a year ago. Nevertheless, 
there was no surprise either at the larger deficit pre- 
dicted for the current year, or at the deficit of nearly 
$1,000,000,000 forecast for next year. The general 
expectation is that the actual deficit next year will be 
much higher. 

Next year’s deficit will be the ninth in succession 
and will bring the accumulated net deficit since 1930 
up to more than $21,000,000,000. It is important to 
note, however, that neither the deficit for the next half 
of the current year nor that for the entire fiscal year 
1939 is expected to be financed by public offering of 
securities. The Government now has available a sub- 
stantial source of revenue in the form of certain trust 
funds which it is able to apply against its apparent 
deficit. 

Thus, in the next fiscal year there will be available 
the net sum of $1,163,000,000, consisting of the receipts 
of the old-age reserve account, unemployment trust 
fund, railroad and Government employees’ retirement 
funds and a small amount for other sources. These 
funds, which are derived chiefly from payroll taxes 
under the social security programme, the Government 
expects to spend for its regular needs, giving in exchange 
for them special issues of Government securities. The 
result is that, instead of having to sell securities to the 
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banks to finance its deficit, the Treasury will merely 
sell securities to the trust funds in its charge. Compared 
with the projected deficit of $949,600,000, the amount 
available from these sources would be sufficient to cover 
all of the deficit and leave a little over for reduction of 
the debt outstanding in the hands of the public. 

The Treasury has actually been meeting its needs in 
this way for several months. There thus arises the 
curious situation of a budget technically out of balance 
at a time when the taxes paid into the Treasury (in- 
cluding social security taxes) equal, if they do not 
exceed, the Government’s disbursements. The Govern- 
ment still has a deficit, but it is not required to do any 
deficit financing, and the existence of the deficit, 
accordingly, is having no inflationary effect upon bank 
credit. For all practical purposes the present situation 
is the same as though the Government were operating 
on a balanced budget—although a budget involving an 
extremely high rate of expenditure. Disbursements for 
the current year, exclusive of debt retirement, are 
estimated at $7,408,600,000, against $8,001,200,000 in 
1937, and expenditures for the next year have been 
placed at $6,869,000,000, with only $1,000,000,000 allo- 
cated for work relief. 

Meanwhile, there are signs of a growing advocacy 
in Government circles of a new spending programme, 
although as yet the President himself has indicated 
no support for the proposal. 

In the face of the serious depression big business 
and the Administration in Washington have shown 
no ability to come to agreement on a programme of 
recovery. On the contrary the hostility between them 
has been greatly aggravated by a series of scathing 
attacks upon business leaders and the policies of large 
corporations which have been launched by spokesmen 
for the Government. The theory underlying these attacks 
seems to have been that big business was attempting 
to exploit the depression as a means of discrediting 
the Roosevelt Administration and of forcing it to retract 
many of its more important measures. By means of the 
speeches of Government officials, denouncing “ mono- 
polistic practices’’ of big business, it was intended, 
apparently, to “ soften ’’ the resistance to the Adminis- 
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tration in industrial and financial circles, shift the onus 
of responsibility for the set-back from Washington to 
Wall Street, and thus prepare the ground for some sort 
of recovery programme which would be controlled by 
the Government and not dictated by business leaders. 

There is no question that a disposition did exist in 
Wall Street to “ exploit ’’ the depression as a means of 
getting rid of some of the restrictions imposed by the 
reform legislation of the past few years. There may also 
have been some over-optimism as to the extent to which 
the decline in business would weaken Mr. Roosevelt’s 
grip on the populace. Nevertheless, the verbal onslaught 
upon business that has been launched has appeared 
extraordinarily ill-judged at the moment. 

Vague intimations of further banking legislation 
were conveyed by a passage in the President’s message 
at the opening of Congress in which he referred to control 
of the smaller banks throughout the country by “a 
small number of the larger banks ’”’ and remarked that 
“ the work undertaken by Andrew Jackson and Woodrow 
Wilson is not finished yet.’ The historical reference 
was to the abolition of the second Bank of the United 
States, under President Jackson, and to the establishment 
of the Federal Reserve System, under President Wilson, 
both episodes symbolic of the curbing of concentrated 
money power. The President did not, however, give 
any further clue to what he had in mind. There was 
some disposition to read into the remark an endorse- 
ment of a proposal by Senator Patman, of soldiers’ 
bonus fame, to have the Government take over ownership 
of the Federal Reserve System. At present, however, 
the Government has complete control of that system 
without the embarassment of ownership, and it is not 
easy to see what it would gain by the plan. 

It is to be noted, however, that the tide of opinion 
has turned strongly against banking unification or any 
liberalisation of branch banking within recent months. 
The American Bankers’ Association is now entirely 
controlled by a militant anti-branch bank group, and 
the New York State Banking Board, in its annual report, 
issued at the beginning of the year, went out of its way not 
merely to condemn branch banking but to suggest further 
legislative restrictions in the State against chain banking. 
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The indefatigable greenbacker, Senator Thomas, of 
Oklahoma, is again campaigning for some sort of in- 
flationary policies to restore prices to the 1926 level, 
but as yet has not produced a concrete plan. Silver, 
the old favourite of the inflation bloc, has proved a bitter 
disappointment. There was almost no protest when 
the President, at the end of the year, announced a 
reduction in the premium price paid to domestic pro- 
ducers from 77-57 cents an ounce to 64-64 cents. The 
Treasury has renewed its silver purchasing agreements 
with Canada and Mexico and will continue to buy foreign 
silver in the open market, but is evidently not disposed 
to do more than maintain the foreign silver price at 
around its current level. It might, conceivably, permit 
some small decline. 

Among the commercial banks, particularly those in 
the rural sections, there has developed a considerable 
demand for a reversal of the increase in reserve require- 
ments which took place last spring. The Federal Reserve 
authorities, however, seem unwilling to take the step, 
partly because they are disillusioned with all monetary 
management and partly because they feel that to lower 
reserve requirements would be an admission that the 
original advance in them had something to do with the 
subsequent depression. As an alternative to lowering 
reserve requirements some elements in the Reserve 
System favour a further desterilisation of gold by the 
Treasury. Quite possibly something will be done to 
again expand bank reserves, although they are by no 
means tight at the moment. Excess reserves of the 
member banks amounted on January 5 to $1,270,000,000, 
and the total of bills discounted by the Reserve Banks 
for member banks was, on that date, $11,080,000, in 
the face of a ruling rediscount rate of 14 per cent. 
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Ponnhs Pusdine 
By M. Mitzakis 


HE year 1938 opened with a new financial and 
| political crisis, which was precipitated by a 
new wave of labour demands, culminating in a 
strike of an almost general character on the eve of the 
New Year. It was inevitable that this interruption of the 
truce, which accentuated the end-of-year difficulties, 
should provoke new monetary troubles. In fact, on 
January 13, aiter several days of speculative selling 
pressure and new exports of capital, the sterling rate rose 
to above Frs. 150, touching at one time Frs. 155 to the 
pound. This represented a depreciation of more than 
50 per cent. compared with the pre-devaluation level. 
The following table shows the main stages of this almost 
uninterrupted depreciation of the franc during the past 
eighteen months. 
VALUE OF {I STERLING 
1937 Frs. : 1937 Frs. 
January... a 105°147 July > ..  130°503 
February .. .. 105+ 105 August - .. 132848 
March ‘in ..  106°193 September .. -.  140°407 
April - ..  109*297 October... .. 148-385 
May eis ..  110°333 November .. -»  147°193 
June , ‘i II0°810 December .. me 147°165 
Minimum rate ..  I05*O1 Maximum rate  .. I50°41 
The easier money conditions which developed between 
September and November were interrupted towards the 
end of the year by the threat of the subsequent Cabinet 
crisis. The Bank of France nevertheless maintained its 
re-discount rate at 3 per cent. in order not to aggravate 
the burden on producers. This does not necessarily mean 
that the Bank may not be forced to change its attitude 
very soon on the demand of the new Government. 
End of Endof End of 
Nov. Dec. 
0 %, 
Banque de France rediscount rate i 34 ‘ 3 
Market rate of discount .. * ‘is 33 3} 
Day-to-day money 2} 
Loans on Bons de la Défense Nationale :— 
Market rate for one month .. . 24 2H 
Market rate for 3 months es 3t 
Rates on loans on securities 
On the Parquet - vs *r : 32 
On the Coulisse - oi en 3 7} 
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The fact which alarmed financial circles more than 
anything else at the beginning of 1938 was the increase 
of Frs. 5 milliards in Government advances from the 
Bank of France. This transaction reduced the margin 
at the disposal of the Treasury to about Frs. 5 milliards. 
It automatically increased the sight liabilities of the 
Central Bank and materially reduced the percentage of 
its note cover, the previous improvement of which had 
given rise to so much satisfaction. The following table 
shows, on the other hand, that in spite of end-of-year 
window-dressing, the demand for facilities from the 
Central Bank was fairly moderate. In fact, discounts 
declined from Frs. 10,351 millions to Frs. 8,785 millions 
between December 30 and January 6. 


End of Endof End of 
Oct. Nov. Dec. 
BANK OF FRANCE. 








(in millions of francs) 


ASSETS. 
Gold Reserve ai 6 a5 we 55,805 58,932 58,932 
Foreign Exchange reserve (total) - 945 929 895 
Discounts (total) .. ‘s - sli 10,810 8,900 10,351 
Advances on securities .. He ‘ie 3,710 3,86r 3,781 
Advances up to 30 days .. - - 483 846 675 
Bonds of the Caisse Autonome .. a 5,637. 5,637 5,580 
Provisional advances to the State— 
(a) Regularisation of previous advances 12,088 12,088 12,088 
(b) New advances (agreement of June 
18, 1936) oe oe = 10,000 10,000 10,000 
New advances (agreement of June 
30, 1937) ¥ mS 4 4,820 4,820 9,820 
LIABILITIES. 
Note circulation .. oe - ad 91,336 91,933 93,836 
Current and deposit accounts (total) .. 17,326 18,454 22,786 
of which— 
Treasury “s ~ i ‘in 181 93 807 
Caisse Autonome : ve ; 2,466 2,649 2,409 
Private Accounts ny - 14,531 15,643 18,279 
Total of sight liabilities .. ee - 108,662 110,388 116,623 
Percentage of gold cover es -+  51*36% 53°39% 50°53% 


In order to moderate the psychological and political 
effect of this disquieting end-of-year Bank return, the 
Finance Ministry issued a statement explaining that 
owing to the repayment of the London credit of {£40 
millions, representing about Frs. 6 milliards, the Treasury’s 
requirements were particularly high in December, rising 
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above Frs. 103 milliards. The statement added that of 
the Frs. 5 milliards of new advances, Frs. 1 milliard had 
not been used and had been added to the Treasury’s 
current account balance, and that this milliard, added to 
the amount to be received on account of the Treasury 
bond issue, amounting to Frs. 1,646 millions, together 
with the Frs. 5,180 millions of unused advance facilities 
from the Bank of France, gave a liquid reserve of about 
Frs. 8 milliards. In reality, this reserve largely repre- 
sented potential inflation. 

The above table shows an increase of private current 
accounts by Frs. 2,670 millions on December 30, 1937. 
This is largely attributable to the operations of the 
Exchange Stabilisation Fund in support of the franc. 
This fund, it is true, has been able to recover a certain 
part of its gold reserves since the end of October, but the 
revival of demand for foreign exchange during the first 
half of January, especially between January 6 and 
January 13, was such that the resources of the fund 
became rapidly depleted. The abandonment of the 
defence of the franc at Frs. 147 to the pound did not in the 
least surprise foreign exchange experts, notwithstanding 
the relatively satisfactory result of the issue of the 5 per 
cent. Treasury bonds, 1942, yielding Frs. 4,200 millions, 
of which Frs. 3,930 millions was in cash. 

Even the expeditious passing of the budget for 1938, 
showing an excess of revenue of Frs. 37 millions, did not 
altogether reassure public opinion, for the additional 
burden of taxation fell on a country already over-taxed. 
Moreover, in the course of the passage of the Bill between 
the Chamber and the Senate, various important amend- 
ments were included in it and voted on without adequate 
examination. The Rapporteur General of the Senate 
Finance Committee emphasised the disadvantages of this 
practice. 

The Cabinet crisis that began on January 13 has not 
found its solution as speedily as could have been wished. 
Whatever Government assumes office, the financial 
problem will remain and the problem of the franc in 
particular will not be soluble without a new drastic 
devaluation which, combined with an improvement of 
the atmosphere of social peace, would lead to an increase 
of production by means of repatriated and dishoarded 
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capital. It seems, however, that during the last month 
or so, under the auspices of the Communist party and the 
Confederation General du Travail, a concealed revolu- 
tionary movement has frustrated all the efforts of the 
Government towards conciliation and towards settling 
conflicts by arbitration, provided for by collective 
agreement. So long as this underground force is not 
disarmed, the budgetary situation will go from bad to 
worse, the Treasury will be unable to raise in the market 
the funds it requires, and the franc will continue to 
depreciate, endangering the Tripartite Agreement, and 
entailing, perhaps, the depreciation of other currencies. 
The new Government will have an unused reserve 
represented by the possibility of the revaluation of the 
gold reserve, which is still valued on the basis of the lower 
limit of the Auriol franc, that is, 43 milligrammes of gold 
per franc. The possibility of revaluation represents a 
hidden reserve of about Frs.17 milliards. If the franc 
were allowed to depreciate beyond Frs. 150, this book- 
keeping profit would be even more than Frs. 20 milliards. 
It should be remembered, however, that the Treasury’s 
requirements in 1938 will exceed Frs. 40 milliards, and it 
would be difficult to borrow more than Frs. 15 milliards, 
or Frs. 20 milliards at most. Ruling out the possibility 
of a general devaluation, which would be very difficult 
in existing conditions, the new Government’s resources 
will be very limited indeed. The establishment of a 
Government of National Union would be more important 
even than in 1937, especially if France wants to pursue a 
programme of national defence comparable with the 
programmes of the other big democratic nations. 
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German Banking 


By a Correspondent 


N accordance with anticipations, the new consolidation 
I loan of the German Reich has been issued in Germany. 
The lists remained open from January 3 to 18. 
The increase of the amount to Rm.1 million caused no 
surprise, since on the occasion of the last two issues it 
became evident that the absorbing capacity of the market 
was increasing. The terms remain the same as for the 
previous issues, interest at 44 per cent. and issue price of 
g8§. It was possible, however, to extend the maturity of 
the loan to fifteen years, against twelve years for the loan 
issued in August, 1937, and nine years for the loan issued 
in March, 1937. The conditions in the capital market 
have thus become distinctly more favourable for the 
Government. This was also indicated by the progress of 
subscriptions. The amounts allotted to the participants 
in the issuing syndicate were in many cases exceeded 
some days before the closing of the lists. In some 
instances the excess was quite substantial. It remains to 
be seen whether the amount to be allotted will be increased 
again as on previous occasions. 

Owing to these favourable developments, it is con- 
sidered possible that on the occasion of the next Govern- 
ment issue the period of the loan will be extended further 
and the interest rate reduced or the purchase price raised. 
Whether these anticipations are justified remains to be 
seen. The authorities will continue to try to make the 
terms of the issue attractive to the investing public. 
Developments in the capital market have assisted 
materially in the success of the Government issue. The 
restrictions on new issues, together with the increase in 
the volume of capital, resulted in a scarcity of fixed- 
interest-bearing stocks, a rise in their price and a decline 
in their yield. The new Government loans thus offer 
favourable investment opportunities in the circumstances. 
Hence the good response of subscribers. It goes without 
saying that as a result of such a large issue some of the 
old stocks have been sold, but the amount of sales is 
insignificant compared with the amount of the new loan. 
In any case, the markets rapidly absorbed the amounts 
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thus offered. The Government loans are often used also 
for the investment of short-term funds, which shows that 
the market trusts the stability of the price of this loan, 
and which permits the resale of the stocks thus acquired 
without any difficulty. 

As was to be expected, the Reichsbank’s figures 
reached a new high record of advances at the end of the 
year. Unlike that of 1936, the return dated December 
22, 1937, Showed a moderate increase of loans only, by 
Rm. 2 millions, against Rm. 130 millions at the correspond- 
ing time in the previous year. The Reichsbank received 
relief through advances by means of the new Government 
loan. On the other hand, during the last week of the 
year loans increased by Rm. 895 millions, against Rm. 751 
millions at the end of 1936. Thus, the total increase 
during the last fortnight of the year was Rm. 897 millions, 
against Rm. 881 millions in 1936. The difference was thus 
on balance insignificant. Currency requirements increased 
considerably at the end of the year, the total monetary 
circulation reaching Rm. 7,478 millions against Rm. 6,967 
millions at the end of 1936 and Rm. 6,389 millions at the 
end of 1935. As is usual at the end of the year, clearing 
balances also increased, by Rm. 325 millions, against 
Rm. 272 millions in 1936. This was due in part to 
preparations for the payments to be made on January 31, 
on account of the new Government loan. These payments, 
in conjunction with the usual reflux at the beginning of 
the year, resulted in a material reduction of loans during 
the first week of January, amounting to Rm. 817 millions, 
against Rm. 734 millions in 1937. The decline of the 
monetary circulation and clearing balances was also more 
pronounced than at the beginning of 1937. The payments 
received by the Gold Discount Bank on account of the 
Government loan resulted in a contraction in the amount 
of its promissory note issue. At the end of December it 
was estimated at about Rm. 750 millions, against Rm. 951 
millions at the end of November and Rm. 400 millions 
at the end of 1936. On the other hand, in spite of the 
issue of the Government loan, another tranche of 3} per 
cent. bills was issued as a substitute for other short-term 
bills maturing at the time. 

In November, 1937, the German banks showed an 
unusual increase in their outside resources. The banks 
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whose figures are included in the monthly return showed 
an increase of Rm. 659 millions in November, against 
Rm.72 millions in October. The major part of the increase 
concerns the Girozentralen, the institutions in charge of 
the resources of savings banks, whose outside resources 
increased by Rm. 359 millions in November, against 
Rm. 194 millions in October. This indicates a material 
increase in savings. The five big Berlin banks showed an 
increase in deposits in November of Rm. 118 millions, 
against a decrease of Rm. 72 millions in October. Pro- 
vincial banks also showed an increase. On the assets side 
their loans and advances decreased somewhat. Advances 
on commodities, however, showed a small increase. The 
leading banks reduced their investments and increased 
their discounts. On the other hand, the Girozentralen 
increased their investments. 

For the whole of 1937 there was a material increase 
in the outside resources of the German banks, which 
considerably exceeded that of previous years. The growth 
of customers’ deposits proper was particularly remarkable. 
It was very evident in the case of the big Berlin banks, 
whose savings deposits advanced materially. On the 
other hand, loans and advances continued to decrease on 
balance for the year, notwithstanding their temporary 
increase. It is possible to draw the conclusion that the 
liquidation of old frozen credits continues and _ that 
demand for new loans lagged behind these liquidations. 
New investments also lagged behind the amount of 
profits, although in this respect the situation varies from 
industry to industry. The result of the increase in 
deposits and the decline in loans was an increase in 
discounts of the Berlin banks, while their investments 
decreased. The increase of total investments was due 
to the Girozentralen. 

In accordance with these developments on both sides 
of the balance sheet, the profit-earning capacity of the 
banks during the past year is thought to have been 
satisfactory. Although earnings from loans and advances 
were limited, on the other hand losses through bad debts 
were insignificant, even though during the past year it 
was necessary to carry out the definite reorganisation of 
some industrial undertakings. Owing to increased bourse 
and issuing activity, earnings from commissions must 
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have been quite considerable. In such circumstances, 
hopes are entertained for increases in the dividends of 
the leading Berlin banks, especially since during the past 
year the process of the restoration of their share capital 
into private hands had been completed. 


Latin America 


By a Correspondent 


WING to the usual time lag, a heavy expansion 
() in imports into the Argentine is now following 

upon the phenomenally large grain exports in 
the early months of 1937. Meanwhile stocks of old 
crop grain have been practically exhausted by these 
shipments, so that aggregate exports declined sharply in 
the latter months of the year. The result of al] this was 
that in November, 1937, Argentina registered an adverse 
balance of trade of over 11,000,000 pesos—the largest for 
any given month since December, 1930. For the com- 
plete first eleven months of 1937, Argentina established 
a favourable trade balance amounting to 751,508,718 
pesos ({47,000,000 sterling) compared with 435,712,308 
pesos (£27,000,000 sterling) for the corresponding period 
of 1936—an increase in 1937 of over 315,000,000 pesos. 
Most of this favourable balance was accumulated in the 
early months of 1937, as, by the end of April, it had 
already reached 637,000,000 pesos—an average of 
159,000,000 pesos per month—and thereafter a rapid 
decline was registered. 

The total turnover of Argentine trade in the first 
eleven months of 1937 amounted to 3,579,402,090 pesos 
({224,000,000 sterling), an increase of 45:5 per cent. 
over the 1936 total of 2,460,481,418 pesos. Exports 
last year amounted to 2,165,455,404 pesos, an increase 
over 1936 of 49°5 per cent. Imports amounted to 
1,413,946,686 pesos, an increase of 39-7 per cent. 

The above returns do not include movements of bullion. 
During the first eleven months of 1937 exports of bullion 
totalled 718,000 pesos, but imports amounted to 
213,774,000 pesos. The size of the latter figure is 
explained by the repatriation of large quantities of gold 
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hitherto held in trust by the Bank of England. During 
the corresponding period of 1936, exports of bullion 
amounted to 2,892,000 pesos and imports to 5,953,000 
ESOS. 

All the leading lines of merchandise imports into 
Argentina during 1937 showed substantial increases over 
1936, particularly those of textile goods, metals and their 
by-products, and machinery and vehicles. The latter is 
due to the expansion in national manufacturing industries 
as well as in the building of many new highways and the 
consequent demand for automobiles and commercial 
motor-vehicles. 

Protected by the exchange surtax of 20 per cent. 
over the official rate, applied generally to countries 
whose exports to Argentina exceed their imports, British 
goods continue to maintain their predominant position 
in Argentina’s import trade. The demand for specialities 
such as motor vehicles and wireless sets, however, has 
stimulated imports from the United States to the point 
where they are approaching the level of imports from 
Great Britain. Moreover, keener competition against 
British goods will result from the many trade agreements 
which Argentina is entering into with an increasing 
number of European countries. 

There has been no alteration in the basis of the 
foreign exchange control system, now administered 
through the Central Bank. The official buying rate of 
exchange remains at I5 pesos per £ and the official 
selling rate at 16 pesos. It has been officially stated 
that, although Argentina could abandon exchange control 
under normal circumstances, international uncertainties 
render its maintenance advisable. 

The recent election of the Government Candidates, 
Dr. R. M. Ortiz and Dr. Ramon S. Castillo, as President 
and Vice President, respectively, of Argentina, adum- 
brates a continuance of the sound financial policy which 
has done so much to consolidate economic conditions 
during recent years. The new Central Bank continues 
to regulate the basis of credit on orthodox lines, and, 
with its rediscount rate maintained at 34 per cent., 
interest rates generally continue at a low level. The keen 
competition in the money market, and the high level of 
Government credit, are reflected in the low rates of 
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discount at which Treasury Bills continue to be placed 
regularly by tender. The Central Bank continues in a 
strong position, the ratio of gold and foreign exchange 
reserves to combined note circulation and sight liabilities 
being maintained at around go per cent. During the 
latter months of 1937, the note circulation showed a 
contracting tendency. 

The buoyancy of Argentine trade is naturally reflected 
in increased bank clearings, the total for the City of 
Buenos Aires alone during the complete year 1937 
amounting to 41,596 million pesos, compared with 
35,169 millions in the preceding twelve months. 
Returns of the Buenos Aires banks as at end-October— 
the latest available—show that deposits aggregated 
3,951 million pesos (paper) compared with 3,956 millions 
at end-June. Discounts totalled 2,314 million pesos 
against 2,158 millions, and the cash reserves were 1,239 
million pesos against 1,288 millions. 

With regard to the outlook in Argentina, it is already 
clear that grain exports in the early months of 1938 will be 
much below the phenomenal levels of last Spring. The 
wheat, linseed and maize crops have been damaged by 
drought, locusts and frosts, and, according to the first 
official estimate, the exportable surplus of wheat this year 
will be only 2,559,435 tons and that of linseed 1,301,082 
tons. For purposes of comparison, it may be mentioned 
that actual exports of wheat during the first eleven 
months of 1937 totalled 3,733,000 tons and those of linseed 
1,666,727 tons. Argentina’s purchasing power is there- 
fore likely to contract sharply. 

General conditions in Uruguay continue sound, 
although the wool export season has been retarded, 
probably owing to an unstable price level in the chief 
consuming centres. In early December, therefore, the 
Government announced its intention of reducing the gold 
content of the peso, so as to give parity to the f£ sterling 
at 7-60 pesos. This was in fact the rate at which export 
exchange already had to be sold to the State Bank, 
although exchange arising from wool exports was to be 
saleable on a preferential sliding scale up to February next, 
and this is hoped to impart the desired activity to wool 
shipments. So far as concerns the exchange rate applied 
to imports, this remains at present at 8-58 pesos per f. 
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The re-valuation of the peso permitted the export of 
sufficient gold to alleviate the exchange stringency 
pending the delivery of wool export exchange. 

The last quarter of 1937 was one of the most 
important in the economic history of Brazil, inasmuch 
as the Government reversed the policy of valorisation 
of the coffee industry which had been pursued for so 
many years. This step was accompanied by certain 
alterations in the foreign exchange market, also aimed 
at increasing the competitive power abroad of Brazil’s 
chief products. 

The difficulties of the Brazilian coffee trade had 
increased during the past year or so, and became 
accentuated after February, 1937, owing to the break in 
prices which then occurred. Lack of confidence among 
consumers as to Brazil’s official policy lessened the 
demand for Brazilian coffee to the benefit of competitive 
countries. Already, Brazil’s share of world coffee markets 
had shrunk from about 70 to 50 per cent. Since June, 
1931, over 54,000,000 bags of coffee had been destroyed 
at a heavy cost, but equilibrium between supply and 
demand seemed just as far off as ever. Conferences held 
with Colombia and other American coffee-producing 
countries late in 1937 proved abortive, it having been 
found impossible to come to agreement upon the main 
points of price parities and export quotas. Following a 
final breakdown of discussions in October, 1937, Brazil 
decided to adopt the principle of free competition in 
external markets, having at last realised the futility of 
artificially supporting the market for a commodity which 
was being produced in increasing quantities elsewhere. 
It is doubtful if this bold step would have been possible 
but for the simultaneous coup d’état accomplished by the 
President of Brazil, Dr. Vargas. 

News so far available as to the foreign exchange 
position of Brazil, following the strict control re-imposed 
towards the end of December, appears far from favourable, 
especially for export business to that country. Hopes of 
easier conditions following upon the abolition in mid- 
November of the 35 per cent. official quota of export 
exchange have been dissipated by a new Decree, which 
gives the Bank of Brazil virtual control of purchase and 
sales of all foreign exchange, while buyers of exchange 
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now have to pay a tax of 3 per cent. of the value; and, 
if contracts are not liquidated within six months, 
additional taxes are payable. Under the Decree, imports 
of merchandise have preference in exchange, and the 
Bank of Brazil has already announced its basic purchasing 
rate for export exchange at Rs. 17$300 per U.S. dollar, 
so that the corresponding sterling rate would be 
Rs. 86$460, although these buying rates are presumably 
subject to alteration. In any case, the Bank has not 
yet announced the selling rate for exchange cover, 
pending which it would appear that milreis accounts of 
foreign entities and persons are blocked, these including 
the milreis equivalent of foreign bills for collection, 
(representing imports), which meanwhile must be de- 
posited with the collecting bank on date of maturity. 
Apparently, the resumption of commercial remittances 
will depend upon the present requirements of the Bank 
of Brazil and of the Brazilian Government, who at 
present are utilising all export exchange to meet their 
foreign commitments. The outlook for milreis exchange is 
therefore obscure, and, taking the long view, will depend 
upon the general effect upon Brazil’s trade balance of the 
new policy aimed at restoring her preponderance in the 
world coffee market. Failing recovery in the trade 
balance, the present blocking of foreign milreis accounts 
may lead to conditions similar to those which existed in 
1933 and 1935, when blocked foreign commercial credits 
had to be liquidated by bonds, etc., over a term of years, 
and which, in fact, are still running. 

Meanwhile, it is apparently the intention to establish 
a Central Reserve Bank in Brazil early in 1938, which, the 
Minister of Finance claims, would control the volume of 
credit, give financial stability to the country and obviate 
sharp depreciation of the currency. With regard to the 
powers in the new Brazilian Constitution in respect of the 
nationality of shareholders of foreign banks, it is pointed 
out that the Constitution of 1934 provided for much the 
same thing, but that no practical effect was given thereto. 
In this connection, it is interesting to compare the official 
statistics relating to foreign and national banks in Brazil. 
The latest returns are dated 30th June last, and show 
that the subscribed capital and reserves of the Brazilian 
banks aggregated 1,670,908 contos, compared with 
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1,540,511 contos at 30th June, 1936. The corresponding 
figures for foreign banks were 174,305 contos and 176,826 
contos, respectively. Deposits with Brazilian banks 
were returned at 7,258,274 contos against 6,519,220 
contos, whilst those with foreign banks were also higher 
at 1,715,975 contos compared with 1,524,496 contos. 
Discounts and loans by Brazilian banks aggregated 
6,814,151 contos against 6,385,967 contos, and those by 
foreign banks, 1,539,594 contos compared with 1,424,425 
contos at the end of June, 1936. 

The restriction in copper output due to the fall in 
world prices is bringing general activity in Chile down 
from the recent high levels, although exchange rates 
remain steady. The “total of the circulating medium for 
the second half of September increased over that for the 
like period of August by 17-5 million pesos to 1,032-7 
millions. Cash holdings of the banks showed practically 
no variation, at 396-7 million pesos. The total amount 
of credit granted by the commercial banks in September 
was 1,953°2 million pesos, an increase of 24-3 millions 
over August. Increases occurred also in the credit 
facilities accorded by the National Savings Bank and by 
the various industrial financing institutions. Deposits 
in the commercial banks rose to 1,887-2 millions in 
September from 1,868-1 millions in August, whilst those 
of the National Savings Bank increased by 4°7 million 
pesos to the record hi ah fi eure of 947°9 millions. 


International Banking Keview 


ELGIUM 

IR LOUIS FRANCK, whose term of office as 
S Governor of the National Bank of Belgium was 
to expire on December 31, died on December 30. 

He was held in high esteem in London banking circles, 
owing to the ability and skill with which he managed the 
National Bank during the difficult period of post-war 
fluctuations and again since the devaluation of the belga. 
Sir Louis, with M. van Zeeland, was subject to violent 
attacks last year in connection with the payment of 
bonuses to Directors and the losses which the National 
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Bank suifered through the default of the banking firm of 
Goldzieher et Penso. 

It was expected that Sir Louis would be succeeded 
by M. van Zeeland, and a large section of the Cabinet 
was decidedly in favour of his nomination; on the other 
hand, part of the Cabinet insisted upon the nomination 
of M. Janssen, who was recently appointed Deputy- 
Governor of the National Bank. At one time there was a 
possibility of a Cabinet crisis over the matter, and in 
anticipation of this the belga was once more subject to 
selling pressure. It was eventually agreed that M. Janssen 
should be nominated, and he was duly appointed 
Governor. M. Charles, Administrator General for the 
Colonies, was at the same time appointed President of the 
Banque du Congo Belge. M. Heymans, Director of the 
Kredietbank, was appointed President of the Government- 
controlled Société Nationale de Crédit a 1’Industrie. 
M. Ingebleek, Governor of the province of Eastern 
Flanders, was appointed Deputy-Governor of the National 
Bank of Belgium. 

The criminal proceedings against those responsible 
for the conduct of the affairs of the banking firm of 
Goldzieher et Penso have come to an end. Julius Barmat 
died in prison early in January. His brother, Henry 
Barmat, was sentenced by default to four years’ 
imprisonment. Sentence was also passed on three other 
accused. 

SPAIN 

The Exchange Control Board of Barcelona made 
arrangements early in January to pay another instalment 
of the post-clearing claims of London banks and 
acceptance houses. The amount involved is £73,000, 
making the total payments up to about £150,000. This 
decision created a good impression in London banking 
circles, even though the amount involved was small, as it 
was interpreted as a gesture of good will. Arrangements 
for making a part payment on the Spanish commercial 
debts to the United States are about to be concluded. 
They will provide for payment in full on commercial 
debts up to $500, and ro per cent. on larger claims, with 
additional payments when hostilities cease. The total 
American commercial claims amount to about £4 millions. 

The liquidation of Spanish-owned foreign assets called 
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in by General Franco’s Government has made considerable 
progress. In London a leading banking firm is in charge 
of the operations, and the proceeds are bei ing accumulated 
in an account kept in the name of the Duke of Alva. The 
Franco Government has succeeded in obtaining a con- 
siderable amount of free sterling as a result of exports by 
the Rio Tinto Co. and other British mining companies, 
which are compelled to surrender the foreign exchange 
proceeds of their exports at the official rate of 42 pesetas. 
General Franco has just issued a decree declaring any 
sales of gold undertaken abroad by the Barcelona 
Government to be illegal. 


NORWAY 

The Bank of Norway reduced its rate from 4 to 3} 
per cent. on January 5. The rate was raised from 3 to 4 
per cent. in December, 1936, as a result of fears of 
boomlike conditions in certain branches of industry. 
In the meantime, business conditions in Norway have 
become much less active as a result of the general trade 
recession, and the monetary authorities have decided to 
encourage trade by lowering the bank rate. 


SWEDEN 

The figures now available of the banking position at 
the turn of the year allow of the — of the review 
of Swedish banking results in 1937 , published in the 
January issue of Tur BANKER. A more precise judgment 
of the results reached by Swedish banks during the past 
year will be possible first when the reports of the majority 
of the bigger banks have been published. The character- 
istic feature has been, as already mentioned, the growth 
of deposits and of cash and at Bank of Sweden holdings. 
Deposits record an increase during the year of Kr. 166 
millions making a total of Kr. 3,999 millions, while cash 
holdings have risen by Kr. 148 millions to a total of 
Kr. 543 millions. Against this stands an increase in 
advances of only Kr. 98 millions to a total of Kr. 4,090 
millions. Under the prevailing abundance of liquid funds 
the banks are unable to find employment for the con- 
tinually growing influx of fresh money. Industrial 
enterprises are in the same position, and have during the 
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year under review profited by this abundance for con- 
verting or redeeming their bonds and in two cases even 
for redeeming part of the capital stock. 

Aggregate assets of the Swedish joint-stock banks have 
during the year increased by Kr. 193 millions to a total 
of Kr. 5,825 millions. Of this total Kr. 543 millions 
represent cash holdings, Kr. 4,167 millions advances of 
different kinds, i.e., bills, mortgage loans, loans against 
promissory votes, loans against stocks and open credits. 
Kr. 269 millions represent bonds, Kr. 227 millions shares, 
Kr. 125 millions deposits in other Swedish banks and 
Kr. 129 millions deposits in foreign banks. The remaining 
balance comprises accrued expenditures and some minor 
debit accounts of a more occasional nature. 

In connection with the continued business boom, 
together with trade and particularly export expansion, 
the foreign exchange reserve of the Bank of Sweden and 
the joint-stock banks has steadily increased throughout 
the year and stood at the turn of 1937 at a new record 
height of Kr. 1,082 millions, which is a rise during the 
year by Kr. 209 millions. At the same time the gold 
reserve now stands at Kr. 471 millions (including Kr. 71 
millions earmarked gold abroad), as against Kr. 459 
millions a year ago (including x Kr. 69 millions gold abroad). 
Foreign lending has been on a very small scale and took 
place practically only to other Scandinavian countries, 
except a smaller loan to an Argentine telephone company 
in connection with a deal concluded with the Swedish 
Ericsson Telephone Company. Considerable transfers of 
funds to foreign countries have taken place, however, in 
connection with capital redemption to shareholders of 
the Swedish Ball Bearing and the Elektrolux companies 
as well as to holders of claims against the Kreuger & Toll 
bankruptcy. 


CZECHOSLOVAKIA 


According to recently-passed legislation, interest pay- 
able on foreign credits has become subject to the 12 per 
cent. internal tax. Representations made by London 
banks and business interests have so far been of no 
avail. The measure is subject to much criticism in the 
City, and is expected to do much harm to Anglo- 
Czechoslovak business relations. 
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BRAZIL 


The exchange restrictions which were repealed in 
November have been reinstated in a much more drastic 
form. Not only are exporters now compelled to sell all 
foreign exchange proceeds to the Bank of Brazil, but the 
milreis accounts of foreign holders have also been blocked. 
This move has created considerable ill-feeling among 
foreign banks, which are thus prevented from carrying out 
their forward exchange commitments in milreis. Although 
the amount involved is small as far as the London banks 
are concerned, the inconvenience caused is considerable. 
The Foreign Exchange Committee is considering steps 
to be taken for the liquidation of milreis contracts by 
means of compensation. It is hoped, however, that 
before such steps have to be taken the Brazilian 
Government may waive the measure as far as foreign 
banks are concerned. The blocking of milreis balances 
has caused much indignation in commercial circles doing 
business with Brazil. There is a growing demand for the 
adoption of exchange clearing in order to safeguard 
business interests against such arbitrary steps and also 
in order to secure at least part payment of the defaulted 
foreign debt service. 

CHINA 

The provisional Government set up in Pekin by the 
Japanese authorities has elaborated a plan for the 
establishment of a Central Bank to be called the Federated 
Reserve Bank of China. Its capital is to be $25 millions, 
which will be subscribed in equal proportions by the 
provisional Government and by the eight local member 
banks. The funds for the provisional Government’s share 
in the new bank’s capital are expected to be advanced by 
Japanese banks, and a credit of Y. 100 millions will be 
granted by Japanese banks for the purpose of establishing 
an exchange fund. The new bank will have its head- 
quarters in Pekin, with branches in Tientsin and other 
centres. It is expected to start business on March 1. 
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Books 


MONETARY NATIONALISM AND INTERNATIONAL STABILITY. 
By F. A. von HAYEK. (London, 1937: Long- 
mans Green & Co. Price 5s. net.) 

PROFESSOR VON HAYEK is a typical representative of 
monetary internationalism, and his latest book is an out- 
standing example of the thought produced by the extreme 
wing of that school. He would not be satisfied by merely 
returning to the gold standard as it existed before 1931, 
or even before 1914. In his opinion, a currency based on 
the traditional gold standard was not a truly international 
currency. What is needed is the abolition of even the 
narrow margin between gold points by making gold freely 
obtainable near the frontiers so as to reduce to a negligible 
figure the cost of its shipment from one country to another. 
Alternatively the Government should bear the cost of gold 
transfers. In practice, however, the trend is in exactly 
the opposite direction. It seems probable that if the 
gold standard is restored the margins between the extreme 
limits of fluctuation will be left much wider than they were 
before 1931. It seems that Professor von Hayek’s desire 
to abolish the spread between the gold points is based, 
partly at any rate, upon the assumption that movements 
within the gold points involve the transfer of funds. 
In reality, under the gold standard with no Exchange 
Equalisation Accounts to operate, there can be no real 
transfers so long as the exchange is between the gold points. 
All that happens is that the funds change ownership, 
while their volume remains unchanged. 

CONSUMERS’ CREDITS AND UNEMPLOYMENT. By J. E. 
MEADE. Oxford University Press. (London, 1938: 
Humphrey Milford. Price 5s. net.) 

THE author who is one of Oxford’s leading economists, 
makes out a strong case in favour of the use of consumers’ 
credits for the purpose of stimulating demand in times of 
depression. Until now, progressive economists have paid 
too much attention to stimulating production to counter- 
act adverse trends, and too little attention to stimulating 
consumption. For this reason, Mr. Meade’s book is 
strongly recommended, since it offsets to some extent the 
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one-sided tendency of the monetary reform movement. 
Having stated his arguments in favour of stimulating 
consumption by encouraging consumers’ credits, the 
author goes into details of the budgetary and banking 
problems involved. He also deals with the repercussions 
of this scheme upon foreign trade and foreign exchanges. 








AN Economic History OF MODERN BRITAIN. Book IV. 
By J. H. CLAPHAM. (Cambridge, 1938 : University 
Press. Price 25s. net.) 

Tuis book covers mainly the period between 1887 and 
Ig14, with an epilogue covering briefly the period between 
1914 and 1929. Although it is concerned mainly with 
industrial developments, it contains a certain amount 
of material on banking history. The author gives an 
account of the movement of joint stock amalgamation 
and banking during the late nineteenth and early twentieth 
centuries. He also deals briefly with changes in banking 
practice and functions during that period. Other subjects 
in his book which may be of interest to bankers are his 
references to gold, foreign investment, stock exchanges, 
etc. All these subjects, however, are dealt with briefly, 
and the book’s main merit consists in providing material 
on the industrial and commercial evolution, the evolution 
of the labour movement, communications, etc. In many 
respects the book deserves to be regarded as the standard 
work on the subject. 








THE NATIONAL CAPITAL AND OTHER StTupIEs. By Sir 
Jostau STAMP. (London, 1937: P. S. King & Son. 
Price 10s. 6d. net.) 

TuIs volume includes eight independent essays dealing 
with a statistical investigation of the national income, 
the index number of profits, the estimate of national 
income, the economic distribution of national capital, 
etc. The estimate of national capital for 1935 is 
given here for the first time. According to this estimate 
the total gross wealth of Great Britain amounts to 
£30,350 million. After the deduction of debt charges, 
there remains a net wealth of £21,500 million. The 
author’s comparison of the various methods of estimating 
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the national income employed in various countries 
and his extensive bibliography form a very useful contribu- 
tion to the subject. 





Unit TRUSTS AND How TuEy Work. By C. L. RosEn- 
HEIM and C. O. MERRIMAN. With a preface by 
W. Piercy. (London, 1937: Sir Isaac Pitman & 
Sons. Price 7s. 6d. net.) 

As Mr. Piercy points out in the preface, this book 
deals with the machinery rather than the principles of 
the unit trust system, and it should be of definite use. 
The authors have performed with success the task of 
expounding clearly a number of intricate practical 
matters. Mr. Piercy’s long preface gives a general basis 
upon which the study of the practical details contained 
in the book should be based. 


BALANCES OF PAYMENTS, 1930. Published by the 
Economic Intelligence Service of the League of 
Nations. Geneva, 1937. (London: Allen and 
Unwin. 6s. net.) 

THIS volume analyses the international accounts of 
36 countries. This constitutes a considerable progress 
against last year’s volume, which covered only 29 
countries. All the leading countries are included with the 
exception of Italy, for which no data have been available 
since 1930. The first part of the volume examines general 
tendencies in various items of the balances of payments, 
and thereafter the figures of particular countries are 
published and examined in detail. This material is unique 
of its kind and is indispensable for reference. 


PUBLICATIONS RECEIVED. 

INTERNATIONAL TRADE IN CERTAIN RAW MATERIALS 
AND FoopsTuFFs, 1936. Published by the 
Economic Intelligence Service of the League of 
Nations. Geneva, 1937. (London: Allen and 
Unwin. Price 5s. net.) 

THE SUBSTANCE OF Economics. By H. A. SILVERMAN. 
Tenth edition. (London, 1937: Sir Isaac Pitman 
& Sons. Price 6s. net.) 
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BALANCE SHEET 
















































LIABILITIES 


Capital : ‘4 sd 
Authorized: 7,500,000 Shares of £4 each ‘ ‘ ° ° £30,000,000 


3,000,000 Shares of £1 each » . ° ‘ _ 3,06 000,000 


Issued: 

7,070,990 Shares of £4 each, £1 paid . . ‘ ° ° . ‘ - 7,070,990 0 9 
2,249,167 Shares of £1 each, fully paid 2 ° e ° P ° ‘ 2,249,167 0 9 
9,320,157 0 9 
9,320,157 0 0 








Current Deposit and other Accounts, including provision for 
Contingencies ° . . . 


£364,705,019 13 0 


Balances in account with Subsidiary Cemnenten ‘ ‘ 4.090,128 11 0 F 
—_—_—_——_—_ 368,855,148 4 


Notes in circulation in the Isle of Man . P P ; rs 13,461 0 
Acceptances, Endorsements and other Engagements on account of Customers ‘ 20,945,433 3 
Profit and Loss Balance, as annexed . ° ‘ ° e ° . ° ° 1,184,804 13 


ono oe 
> 
a 
a 


R. E. BECKETT | CHARLES LIDBURY, Chief General Manager =———————_——— 
M. N. HOGG © iinecteids £409,639,161 1 1 
HUNSDON J J. R. HOOFF, Chief Accountant ties 








Dr. PROFIT AND LOS: 


a — 











£ s. d 
To Interim Dividend of 9 per cent. (Jess Income Tax) on the £4 Shares paid in August last 477,291 16 6 
» Interim Dividend of 6} per cent. (/ess Income Tax) on the £1 Shares paid in August last 105,429 14 1 | ” 
» Bank Premises Account ‘ ‘ ; ‘ = : P F 200,000 00 | 
» Officers’ Pension Fund . sk ow « » See 


» Further Dividend of 9 per cent. (Jess Income’ Tax) an eae 
cent. for the year on the £4 Shares (£1 paid up) ; £477,291 16 6 


» Further Dividend of 6} per cent. (/ess Income Tax) mney 124 
per cent. for the year on the £1 Shares. . 105,429 14 1 


Bonus of 2 per cent. (/ess Income Tax) on the £4 Shares (£1 paidup) 106,064 17 0 
» Balance carried forward. . . . . . - 496,018 5 11 } 
—_—_-- 1,184,804 13 6 | 


£2,267,526 4 1 


”» 
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} e — . | 

| AUDITORS’ REPORT TO MEMBERS OF WESTMINSTER BANK LTD. 

} We have examined the above Balance Sheet and compared it with the Books at Lothbury, Lombard Street, | Dire 
and Threadneedle Street, and with the Certified Returns received from the Branches. We have verified the to £ 
Cash in hand and Bills Discounted at Lothbury, Lombard Street, and Threadneedle Street, and the Cash at decla 
the Bank of England. We have also verified the Securities held against Money at Call and Short Notice, and profi 
the Investments of the Bank. We have obtained all the information and explanations we have required, and | 
in our opinion the Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state 
of the Bank’s affairs, according to the best of our information and the explanations given to us, and as shown | 
by the Books of the Bank. 
TURQUAND, YOUNGS & CO. |B | RE 
KEMP, CHATTERIS, NICHOLS, SENDELL & CO. | Chartered | M} 
PRICE, WATERHOUSE & CO. Accountants j HU} 
STEAD, TAYLOR & STEAD } | 

| Auditors London, 11th January 1938. 
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WESTMINSTER BANK LIMITED 









mber 31st, 1937 





Dece 





ASSETS 
£ s. d. 


Coin, Bank Notes, and Balances with the Bank of England . ; ; : 38,577,885 12 5 
Balances with, and Cheques in course of collection on, other Banks in Great Britain 

and Ireland. : : . . . ° ° ° ° ° 
Money at call and short notice . 







13,883,848 7 7 
27,898,632 19 10 
51,781,303 10 10 















Bills Discounted. ‘ ; ‘ , 

Investments at, or below, Market Value: P ze 
War Loan and other Securities of, or guaranteed by, the 
British Government (of which £1,412,805 7s. 6d. is 


lodged for Public accounts and for the Note Issue in the 
. - ‘ 110,252,250 15 $5 


Isle of Man) P . _ ‘ < 
British Corporation Stocks and other Investments. There 
is a contingent liability for uncalled Capital in respect of a 1,760,744 8 Il 
portion of these Investments , ‘ . ‘ —_ 112,012,995 4 4 
Advances to Customers and other Accounts » - , 136,405,283 16 10 
Balances in Account with Subsidiary Companies P i 49,334 2 9 
_—_—_ 136,454,622 19 7 
Liability of Custorners for Acceptances, Endorsements, and other Engagements, as 
per contra ‘ ; 3 ; 7 ; . ‘ é ; ‘ 20,945,433 3 7 
Shares in Subsidiary Companies (at cost, Jess amounts written off ): 
Westminster Foreign Bank Limited : if s. d. 


8,000 £20 Shares, fully paid | 

92,000 £20 Shares, £10 paid J - . : : ; - 1,080,000 0 0 
Ulster Bank Limited: 

200,000 £15 Shares, £5 paid i : F ; ; . 1,912,500 0 0 





2,992,500 0 0 
Bank and other Premises (at cost, Jess amounts written off ) . , 5 é , 5,091,939 2 11 
£409,639,161 1 1 












|LOSS ACCOUNT 








Cr. 


















_—___ 
£ s. d. 
| By Balance brought forward from 31st December, 1936 : . 516,936 13 
| ,, Profit for the year, after providing for Rebate, Income Tax, and National Defence 

Contribution, and after appropriations to the credit of Contingency Accounts, out of 
{ which accounts full provision for Bad and Doubtful Debts has been made ‘ . 1,750,589 10 9 


£2,267,526 4 1 














STATEMENT PURSUANT TO THE COMPANIES ACT 1929 


Directors’ Remuneration, including Income Tax, and Fees paid to them by Subsidiary Companies, amounted 
to £43,763 4s. 7d. Such of the aggregate profits of the Subsidiary Companies for the year as have been 
declared in dividends are included in the Profit and Loss account above. The undivided balances of the 
profits of the Subsidiary Companies have been carried forward in the accounts of those Companies. 


R. E. BECKETT CHARLES LIDBURY, Chief General Manager 
| M. N. HOGG Directors 
| HUNSDON j J. R. HOOFF, Chief Accountant 


London, \1th Fanuary 1938. 
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Bank Meeting 
BARCLAYS BANK LIMITED 


INCREASED PROFITS AND RECORD DEPOSITS 


EXPANSION IN ADVANCES 


. 
M 


HE 43rd Ordinary General Meeting of 
Barclays Bank Limited was held on 
Thursday, January 20, at Southern 


House, Cannon Street, London, E.C. 

Mr. Edwin Fisher (Chairman) said that 
the twelve months covered by their accounts 

a year made memorable by the Coronation 

had been eventful in many respects. The 
year had seen industrial production in this 
country and the employment of insured 
workers raised to record high levels, an 
improvement in the position of the special 
areas, advancing wages and company profits, 
and rising internal and external trade 
it had not been, however, without its 
anxieties, which, as the months had _ passed, 
might have served to cause some diminution 
in that confidence which had carried the 
country through five years of recovery. 
The political outlook abroad had remained 
clouded. In the United States of America 
there had been a definite decline in business 
activity, which, in view of the economic 
importance of that country must be taken 
into account in considering the prospects 
for world trade. It would appear, however, 
that the reasons underlying much of the 
recession in business on the other side of 
the Atlantic had been domestic rather than 
international and in so far as the remedy lay 
in the hands of the United States it was to 
be hoped that lost confidence would soon be 
regained and that private enterprise would 
be encouraged to exert its influence towards 
the betterment of trade in that country, 
which was so important a factor in world 
prosperity. 

PROSPERITY IN GREAT BRITAIN 

That trade was good in the United King- 
dom at the moment, no one would deny 
But the very existence of that satisfactory 
state of things caused some people, unwilling 
to count their blessings, to look with un- 
wholesome persistence for the “slump” 
which they felt must of necessity be round 
the corner. They should have a proper 
sense of values. That bad times followed 
good was common knowledge, and trade 
charts, with their peaks and depressions, 
supplied evidence of this: but, as the stage 
was set to-day—and it was a different 
setting from that of 1929—there was little 
justification for undue concern. We must 


R. EDWIN FISHER’S ADDRESS 


count ourselves fortunate that we in thi 
country had a measure of general prosper 
which was by no means universal. But » 
country could prosper in isolation and ever 
effort should, therefore, be made to wide 
the circle of well-being, so that all natic 
might share in the improvement whid 
scientific and technical developments fyi 
made possible. 

It could not, however, be ignored th; 
recently there had been some fall from th 
high levels of production and employmer 
attained earlier in the year. This movemer 
had been due in part to seasonal influences 
which appeared to have been more marks 
i 1937 than in recent years, and in par 
to a setback in some industries which hi 
been particularly affected by the sever 
decline in prices of their raw materiak 
The heavy industries might be expected t 
remain active, and although naturally th 
Government’s rearmament programme hai 
iffected them favourably, there were othe 
factors which had helped to make thes 
industries leaders in the general prosperity 
which was being enjoyed. The rearmamett 
programme upon which the country had 
been forced to embark would involve a heay 
burden upon the country—a burden vy 
did not cease with the completion of the 
programme, since provision for maintenance 
must necessarily be large, if that measure of 
strength which is so essential under preset 
conditions were to be retained. It was t0 
be hoped, therefore, that a growth of goo 
will and mutual understanding between th 
nations might make it possible to reduo 
expenditure on armaments and so lead to4 
lightening of national budgets. 


IMPORTANCE OF OVERSEAS TRADE 





uco 


As the armaments programme proceeded, | 


it would provide, directly and _ indirectly 
employment for a large number of persots 
for a considerable period, but it was clea 
that outlay on armaments must be classed 
as unproductive expenditure. The aim must 
be to ensure that, as the work was completed 
other work would be ready to take its place, 
and that preoccupation with productio 
for defence purposes did not cause us 
neglect our overseas markets. Overseas 
trade was a vital necessity to this county 
and although the substantial rise which 
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took place in exports last year was en- 
couraging, it was overshadowed by a still 
greater increase in imports. The resulting 
rise in our unfavourable balance of mer- 
chandise trade would no doubt be Partly 
made good by am expansion in invisible 
exports and if in the future we were to 
avoid deficits on our balance of inter- 
national payments it seemed that we must 
endeavour to narrow the gap_ between 
imports and exports of merchandise. This 
should be brought about by an increase of 
exports rather than by a curtailment of 
imports, for the restriction of imports would 
press hardly upon those countries who, 
through their sales to us and to others, were 
enabled to buy those things which were 
requisite to their needs. 

At the same time, the high level of our 
import trade demanded a flourishing export 
trade if we were to enjoy the continuance 
of our relatively high standard of living. 
In the architecture of our island economy 
the export trade might justly be regarded 
as a keystone and, in appreciating the value 
of that keystone to the general structure, 
it was our duty to see that nothing was done 
toimpair its strength. The need for exports 
had never been greater than it was to-day 
and of all the problems facing us it ranked 
amongst the foremost in importance. Our 
efforts to secure markets abroad should, 
therefore, be active and unceasing. Com- 
petition was very keen and we should be 
ever on the alert to sense the changing needs 
of our customers and be ready to adapt our 
productive organisation to meet them. 

Whatever the future might hold, it could 
safely be said that on balance this country 
was in a stronger position to meet any 
changes which might cause fluctuations in 
the level of prosperity than it was only a 
few yearsago. Taking all the various factors 
into consideration, therefore, they might 
regard the year 1937 as one of further 
progress. 

THE BANK’S ACCOUNTS 

Dealing with the Accounts, Mr. Fisher 
said that Current, Deposit and Other 
Accounts, on December 31 last, amounted to 
the record figure for the Bank of £434,645,323 
and showed an increase of about £5 million 
compared with the figure 12 months earlier. 
The total was very widely spread, both as 
to locality and industry. They held about 
1,850,000 Accounts, and the increase during 
the year had been well maintained. It 
would be seen, therefore, that the average 
amount held on Current or Deposit Account 
was in the neighbourhood of £230. 

There had been a considerable expansion 
in the Bank’s advances during the past 
12 months, the total on December 31 


last being £196,264,896, compared with 
£179,655,011 at the end of 1936. This 
rise, which had been well distributed, 


reflected the increased trading activity of 
the country and the higher level of prices. 


The Net Profit amounted to the sum of 
£2,133,825 3s. 11d. and showed an increase 
of £239,464 3s. 6d. compared with the 
previous year. The directors had decided 
to appropriate a sum of {£500,000 as an 
addition to the Published Reserve of the 
Bank, making that fund £10,750,000, and 
recommended the payment of dividends 
at the same rates as previously, namely, 
Io per cent. per annum on the “ A”’ shares, 
and 14 per cent. per annum on the “B” 
and ‘‘ C”’ shares, less income tax, involving a 
total of £1,562,202 2s. for the year, leaving 
the sum of £511,390 15s. 3d. to be carried 
forward. 


ESSENTIALS TO WORLD TRADE 
IMPROVEMENT 


In conclusion, the chairman said the 
disturbance caused to commodity and’ 
financial markets in April last, when rumours 
which were subsequently denied, were cir- 
culating as to the possibility of a reduction 
in the United States’ buying price of gold, 
indicated the uncertainty that would always 
be present until it proved possible to revive 
an international monetary system. We 
should, therefore, not wait indefinitely 
before taking some steps in a direction which 
held such great possibilities for the improve- 
ment of world trade. There must be a 
readiness in creditor and debtor countries 
alike to see beyond the present and, by an 
appreciation and understanding of each 
others’ circumstances and difficulties to do 
their utmost to resume more normal inter 
national relationships. The international 
financial machine had been impeded for too 
long and there was a risk of the brake 
becoming rusted to the wheel. A resumption 
of overseas lending, if and when it became 
possible and prudent, would supply a much- 
needed lubricant and would bring nearer 
the goal of stabilisation. Countries which 
had so ordered their national affairs as to 
render themselves, at some sacrifice, largely 
independent of outside help, would come 
again upon the scene, and would be able to 
buy the raw material essential for their 
needs, if they were to increase their exports 
to the markets of the world. 


It could not be too strongly emphasised, 
however, that the three interlocking measures 
necessary to a return to more satisfactory 
world conditions, namely, freer trade, a 
revival of overseas lending and the stabilisa- 
tion of currencies, depended upon a revival 
of confidence. Confidence must be based 
on something tangible. If countries were 
to pursue more liberal trade policies, they 
must have confidence in the international 
political situation. If the world position 
was to be improved, as they would wish to 
see it improved, every country must be 
prepared to make its contribution in at 
least one of these directions. 

The report and accounts were unanimously 
adopted. 
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Bank Meeting. 


MARTINS BANK LIMITED 





EXPANSION 


TO NEW 


HIGH LEVELS 





HOME 


TRADE 


PROSPERITY 





Sik RICHARD D. HOLT AND WORLD COLLABORATION 





one hundred and seventh annual 


HE 
general meeting 


Martins Bank Limited was held at the 
Bank's Head Office, Liverpool, on Tuesday, 


of shareholders of 


January 18. 

Sir Richard D. Holt, Bart., LL.D., Chair- 
man, who is suffering from eye strain, was 
prevented from attending, and his place in 
thechair was taken by Lord Colwyn, P.C.,D.L., 
LL.D., one of the deputy chairmen, who read 
Sir Richard’s speech as follows :- 

Mr. Orme, our Chairman, passed away in 
November to the sorrow of us all. He joined 
the Board in 1924. The interest he took in 
the Bank was intensified during his Chair- 
manship from 1934. We shall miss him from 
our councils 

The Board have honoured me by election 
to the post of Chairman. I will do all in my 
power to further the interests of the Bank. 

GREATLY IMPROVED RESULTS 

Increasing business has led to an increase 
of £83,578 in our profit, which is £853,566. 
To this must be added £296,048 brought 
in from last year We have, therefore, 
£1,149,614 available for distribution. In 
July a dividend of 7 per cent. was paid, and 
we propose to repeat that for the December 
half-year, making 14 per cent. for the year. 
This will require £582,406. 

The Bank’s centenary took place in 1931 
at a time of unexampled depression. Pay- 
ment of a centenary bonus was discussed, 
but postponed to a more suitable time. In 
our that time arrived, and we 
propose to pay a centenary bonus of 2 per 
That will cost £83,201. We have also 
declared a centenary bonus of 5 per cent. 
salaries and pensions, including 
and bonus to all 


view has 


cent. 


upon all 


those to widows, also a 


Wwage-earners 


£75,000 has been added to Premises Re 
demption, {100,000 to Pensions Fund, an 
we carry forward £309,007. Published Re. 
serve has been increased to £3,500,000 by, 
transfer of {200,000 from our Investment 
Reserve. 


You will notice the Bank’s liquid position 
Cash in Hand and at the Bank of England 
represents 10-6 per cent. of our liabilities tp 
the public, while our total cash items ar 
227 per cent. of those liabilities. Invest. 
ments stand at £31,223,000, some £1,590,000 
less than twelve months ago. Bank Premises 
and rentable properties show an increase of 
£50,000 at £2,646,000. 


The movement in foreign trade is indicated 
in the item of Acceptances, endorsements, 
etc., which at {9,818,000 exceeds last year's 
figure by £1,967,000. Deposits are at the 
high water mark of £95,508,000. 


HOW ADVANCES UTILISED 


Advances amount to /£42,420,000. Last 
year we recorded the very large increase of 
almost £12,000,000 in this item; expansion 
then indicated developed, and the net in- 
crease to-day is £1,143,000. The advances 
are widely spread, 86 per cent. of the total 
number being for amounts of /1,000 or less 
The overdraft for personal and professional 
purposes accounts for one-half the number of 
borrowers and one-fifth of the amount lent 


ARE 


It is interesting to know in which indus 
tries increases have taken place. Food pro- 
vides the largest increase, indicating the 
greater spending power of the people and 
the betterment of conditions. This is 
followed by textiles—cotton, wool and silk al 
participating—another pointer to improving 
circumstances. Engineering, shipbuilding, and 
iron and steel, together with agriculture, 
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puilding, and general produce, have all been 
factors in the increase. 


DEPRESSION TALK DEPRECATED 


The result of our year’s operations is 
satisfactory, but we discern signs warning us 
against over-confidence. We notice hesitancy 
in trade, but I deprecate untimely references 
to impending depression. In this country 
there should be little justification for pessi- 
mism, when we observe the results of the 
majority of trading concerns and the spending 
power of the wage-earners. 

If there are ways of passing from pros- 
perity to quieter times less violently than 
hitherto let us adopt them, if we can do so 
without interfering with fundamental prin- 
ciples, but the essential requisite is a wider 
world collaboration than we possess at 
present. There is no reason to suppose that 
in this country the position is not closely 
watched and that wise steps are not being 
taken to deal with economic problems. We 
have proof of this in our national position 
to-day. 


BASIC TRADES’ ACTIVITY 


A survey of the industries of this country 
provides cause for satisfaction, but I empha- 
sise that we must not lose sight of the dangers 
of over-development inherent in expansion. 


The problems of two of our most important 
industries—cotton and coal mining—are at 
present receiving attention by the Govern- 
ment. Both are still organised on the basis 
of a large number of comparatively small 
competing units. In the cotton trade an 
approach to unanimity has been reached, 
and Government support for the trade’s 
agreed proposals will doubtless be forth- 
coming. The industry in general has had a 
More successful year than for some time. 


The position as regards the new Coal Bill 
is Not so satisfactory. Before it is passed in 
final form means should be found of securing 
the willing acquiescence of the more efficient 
owners, for it is clear that without their 
co-operation the task of the Coal Commission 
wil be difficult. The past year has been one 
of progress, and there appears no reason 
why this should not continue. 

The Iron and Steel industry has also had 
a busy year due to activity in shipbuilding 


engineering and _ increasing 
The output of steel 


13,000,000 tons. 


and general 
Government orders. 
ingots was a record at 
Demands upon the industry are such that 
heavy expenditure on installation of new 
rolling mills has been needed. As this comes 
into operation, the capacity to produce 
finished steel will be greatly increased. 


Shipping, generally, has had an excellent 
year, particularly in the cargo carrying class, 
due to co-operation. By following that 
policy the best results will be obtained. 
Shipbuilding has been active, but high costs 
and inability to obtain delivery of steel have 
created difficulty. Those owners were fortu- 
nate who placed orders early in the trade 
recovery. 


World supplies of wheat are not excessive 
and the trading position is satisfactory. 
Conditions in agriculture have improved and 
prospects are good. In the wool textile 
industry a period of activity met with a set- 
back in the autumn. Buying for home trade 
has since adjusted matters, and the outlook 
is good, but world complications are dis- 
turbing features. 


HOPE FOR EXPORT REVIVAL 


Sufficient has been said to indicate that 
our home trade is still satisfactory. If a 
further upward swing is to come we may ask 
how it is to be achieved. In previous speeches 
from this chair emphasis has been laid on 
the necessity for the revival of international 
trade and the encouragement of our export 
trade. That continues to lag, but is im- 
proving. The year just ended resembled its 
predecessor in that we have had prosperous 
internal trade. I stress the point that we 
should aim at fostering a wider world col- 
laboration. Recently we have seen a step 
forward in the approach to trade collabora- 
tion with America, and if it leads to better 
understanding between the two countries 
immense good should accrue. With extension 
of such agreements, followed by the freer 
flow of world trade, our Lancashire cotton 
industry, so dependent upon exports, should, 
for example, benefit materially. Let us hope 
that the coming agreement with America will 
be the beginning of a new era.—(Applause.) 


The report and accounts were adopted. 
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MIDLAND BANK 


LIMITED 





ECONOMIC 


PROGRESS DURING PERIOD OF MANAGED CURRENCY 





A GOLD STANDARD COMPARISON 


THE RIGHT HON. 


R. McKENN 


A’S ADDRESS 





HE ordinary general meeting of share- 
holders of the Midland Bank Limited, 
was held at Southern House, Cannon 


Street, E.C.4, on Wednesday, January 206, 
1935 

Che Chairman, the Right Hon. R. McKenna, 
said in part: The year 1937 opened with a 
good prospect of sustained business improve- 
ment. The industrial outlook was so promis- 
ing, indeed, that fears were expressed of a 


coming boom. There were signs of growing 
speculation on the stock exchange and in raw 
materials; some commodities, particularly 
metals, had made a disturbing jump. Specu- 
lation, however, was speedily checked by a 
reduction in the quantity of money, and ¢ 

decline in prices followed. The decline meee 
so far as to cause some anxiety, and, although 
the quantity of money was later restored, the 


closing months of the year that had opened 
buoyantly were marked by a more subdued 
outlook. 


Meanwhile depressing influences had been 
at work in the United States, and what might 
have been no more than a temporary break 
developed into a real business recession. The 
confidence of industrialists, already disturbed 
by the policy of the Government, became 
seriously shaken, and capital construction was 
arrested. Happily, no similar obstacle to 
business enterprise is present in Great Britain, 
and there is no indication here that the drop 
in stock exchange quotations and commodity 
prices will lead to a comparable decline in 
general trade. 

It is natural that a setback first in prices 
and then in trade should be taken to confirm 
the fears of people who are dubious about 
both the theory and practice of a managed 


currency. Management has meant cheap 
and abundant money, and in their view 
long-continued cheap money must lead to 


over-expansion of industry and trade, which 
has its inevitable reaction in a slump. The 
alleged benefits of cheap money, they tell 
us, have been exaggerated, while the danger 
of inflation is always present. Now they see 
that a fall in prices and a drop in employment 
have taken place while money is still cheap, 
and they regard this as definite condemnation 
of a managed currency. 

We have now had a sufficiently long experi- 
ence of a managed currency to enable us to 
form an opinion of the general effect of its 
operation. It must not be overlooked that 


deliberate currency management, particy- 
larly of a currency subject to such world-wig 
influences as sterling, is not an easy under. 
taking. Much had to be learnt and is being 
learnt, but, however difficult it may be t 
put on one side the ideas to which long usage 
of the gold standard has accustomed us, w 
find in practice that the system is workiz 
smoothly. In the light of our present knov- 
ledge a managed currency can no longer be 
regarded as a mere temporary makeshift 
while the gold standard is in abeyance. 


COMPARISON OF EXPERIENCE 

To judge between the two systems th 
question we must ask is: How have we 
fared while our currency has been free to 
fluctuate without reference to any backix 
other than the country’s credit? In answer 
ing the question we can compare our economic 
condition during two equal periods, one 
gold and the other under management. 

After recording the great increase in th 
country’s stock of gold since 1931, M 
McKenna observed: When we remem 
that gold is the universally accepted medium 
of international payments and that we, asi 
world centre of banking and _ finance, at 
liable to be called upon at any time to met 
large external liabilities, it is clear that ou 
position has been immensely strengthened by 
the great increase in our stock during th 
period of a managed currency. 

Mr. McKenna then referred to the lighter- 
ing of the burden of the national debt ani 
to the relative cheapness and abundance 
money in the later period. 

TRADE AND EMPLOYMENT 

If, he went on, we resume our compariso 
and consider our condition at the beginnil 
and end of each of the six-year periods, ne 
conclusion is inescapable that, whatever oth¢ 
forces may have been in operation, a manage ¢ 
currency is at least consistent with flourishix: 
trade. Let us look first at weekly wage rate 
taking rates in 1924 as the basic figure of 10 
In 1925 the corresponding figure was 10 
by 1931 it had fallen below 97; but by las 
year it had risen again above 103. Taking the 
same year as the basis, profits, according t 
Sir Josiah Stamp’s calculation, stood at 104 
in 1925, dropped to 77 in 1931, but rose aga 
to 120; in 1936, the last year for which ts 
index is available. The figures of industn 
production repeat the same story in anotit 
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form—a decline over the first six years and a 
rise in the second by perhaps fifty per cent. 
Thus it is evident that, while business was on 
balance dropping away in the earlier period, 
+ was steadily improving in the later. 

” Wages and profits are a measure of the 
incomes of the mass of the population. Pro- 
duction measures the degree in which our 
industrial capacity is being used; it governs 
the total of employment and unemployment, 
the returns for which make perhaps a more 
striking comparison than any others. Between 
1925 and 1931 the total of our insured workers 
rose by 1,200,000, but the employed fell by 
200,000, and the unemployed rose in conse- 
quence by 1,400,000. This was how we stood 
at the end of the first six-year period. In 
the second the insured workers increased by 
a further 800,000, but the number of those 
employed grew by as much as 2,100,000 thus 
reducing the unemployed by well overa 
million. No figures could be more convincing ; 
no figures could exemplify more clearly the 
change in our economic condition in the two 
periods. We have still some way to go before 
we shall be utilizing our full productive 
capacity, but the experience of the past six 
years indicates that in currency and credit 
policy we have not been led astray in using 
the opportunities for intelligent management 
which the departure from gold presented. 
I have not suggested, and I would not for a 
moment do so, that the pronounced improve- 
ment in our position as between the two 
periods is due solely to the change in the 
monetary system. But I do suggest that 
there is nothing in our present condition to 
indicate that the change has been other than 
for the better or that it is fraught with 
unknown perils in the future. 


BALANCE OF PAYMENTS 

The data I have just quoted relate to our 
internal condition, but the picture would be 
incomplete without a reference to external 
trade. Last year, you may remember, I 
referred to the balance of current international 
payments and receipts as a test of safety in 
deciding whether an expansive monetary 
policy might be pursued further. Unfor- 
tunately, we have no certain knowledge of 
the true balance of payments. There can be 
no doubt that the requirements of re-arma- 
ment and the growing volume of consump- 
tion due to greater employment necessitate 
additional purchases of goods from abroad 
in excess of our sales. The import surplus 
ot merchandise is increasing. The other 
elements in the account, however, are not so 
readily estimated. After examining the 
available data Mr. McKenna observed: On 
the evidence of gold and capital movements, 
the contention that over the past six years 
we have been living upon capital does not 
appear to be well founded. The matter is of 
teal importance, as we must not lose sight of 
the fact that any continued worsening of our 
current international account would call for a 
restrictive monetary policy. 

The report was adopted and other ordinary 
business was transacted. 


| 
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Chairman: 

THE RIGHT HON. R. McKENNA 


Deputy Chairmen: 
W. G. BRADSHAW, C.B.E. 
S. CHRISTOPHERSON 


Managing Director : FREDERICK HYDE 


Statement of Accounts 
December 31, 1937 


LIABILITIES’ « 
Capital paid up 15,152,811 
Reserve Fund 12,404,799 


Current, Deposit 


and other Accounts. ... 497,796,590 


Acceptances and 
Confirmed Credits 


Engagements 


12,079,911 
8,650,035 


ASSETS 


Coin, Notes and Balances 
with the Bank of England 53,968,247 


Balances with, and 


Cheques on other Banks 18,700,856 
Money at Call and 
Short Notice ... 25,449,442 


Investments at or 


under market value - 117,386,191 


Bills Discounted ... 30,625,876 
British Treasury Bills 52,532,678 
Advances to Customers and 

other Accounts .-- 208,198,218 
Liabilities of Customers for 

Acceptances, Confirmed 

Credits and Engagements 20,729,946 
Bank Premises at Head 

Office and Branches 8,837,516 
Other Properties and work 

in progress for extension 

of the business - 843,533 
Shares in Yorkshire Penny 

Bank Ltd. ee sae 937,500 
Capital, Reserve and Un- 

divided Profits of : 

Belfast Banking Co. Ltd. 1,755,707 

The Clydesdale Bank Ltd. 3,141,173 

NorthofScotlandBankLtd. 2,540,326 

Midland Bank Executor 

and Trustee Co. Ltd. ... 436,937 


The Midland Bank and its Affiliated 
Banks operate 2600 branches in 
Great Britain and Northern Ireland, 
and have agents and correspon- 
dents in all parts of the world. 


Head Office: 
POULTRY, LONDON, E.C. 2 
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Bank Meetin 


WESTMINSTER BANK 
LIMITED 


DIVIDENDS MAINTAINED 


BONUS ON PARTLY-PAID SHARES 


THE ECONOMIC SITUATION 


IMPORTANCE OF OUR EXPORT 


TRADE 


ADDRESS THE HON. 


BECKETT 


OF RUPERT E. 


HE annual ordinary general meeting of 
Westminster Bank Limited was held 


on Wednesday, January 26, at the 
Head Office, Lothbury, E.C. The Hon. 
Rupert E. Beckett (Chairman) presided. 


The Chairman reported with regret the 


death of Sir Gervase Beckett, who had 
brought to the Bank the tradition and 
experience gained during many years of 


private banking. Lord Dudley had joined 
the Board, which had also welcomed back 
Lord Runciman, on his relinquishment of 
the Presidency of the Board of Trade. 
THE BANK’S ACCOUNTS 

The Balance Sheet showed an increase in 
Current, Deposit and Other Accounts, at 
December 31 last, of close upon {1 million, 
but the average deposits throughout the 
year, which formed the basis of the Bank’s 
earning power, had been £22 million in 
excess of those of 1936. The increase in 
deposits had been accompanied by a corres- 
ponding demand for advances, which showed 
a welcome increase of {11 million. Almost 
the whole of this had been provided out of 
short-term money, and the higher rate of 
interest thereby obtained had naturally 
improved the Bank’s earning capacity. The 
profit for the year, at £1,750,589, was the 
best declaration since 1930. After payment 
of the usual dividends, £200,000 had been 
allocated to Bank Premises Account, and 
£300,000 to Officers’ Pension Fund. The 
Directors had felt justified, without serious 
depletion of the carry-forward figure, in 
declaring on the partly-paid shares a bonus 
of 2 per cent., which was not to be regarded 
as a restoration of the dividend to the 20 per 
cent. paid on these shares for some years 
before 1931. 


THE ECONO 


The Chairman ©} 

usually difficu! 

the exact sta 

we had reac 

history of 1937 ¥ Progress 
during the greater ,; . tot yeat, succeeded 
by a slight but p. ceptible pause in th 
closing months. The peak of our progres 
was reached in the early autumn, up t 
which time almost all the generally accepted 
business indices had a favourable treng 
reaching the highest points achieved sing 
the depression, and in some cases the highey 
ever recorded. Industrial production wa 
on the average 8 per cent. greater than jp 
1936, and our overseas trade showed a 
improvement, the year’s imports rising ig 
value by 21 per cent., and exports by 18 per 
cent. Exports showed the greater expansion 
in volume, however, being larger by 
per cent. in the first nine months, as cop. 
pared with a 6 per cent. expansion in volum 
of imports. The employment situation cop- 
tinued to improve over most of the year 
every month until August seeing a fresh 
record created in the total number of persons 
in employment. Later figures showed a 
reversal of this favourable movement, bit 
nevertheless, the final statistics for the year 
with a total of 11,437,000 in employment, 
remained some 200,000 above the comparable 
figure for 1936. Railway traffics registered 
an advance in gross receipts for the year 
£7 million, or 44 per cent. Retail trade, 
though showing some regional variation, was 
on the whole substantially larger, and 
industrial profits had a rising trend. 


a 


The experiences of the main industries of 
the country had been varied. In agriculture, 
nearly all crops were smaller than in 1936, but 
farmers had been compensated to some extent 
by the improved prices realised for their 
produce. It was in the heavy industries, and 
especially iron and steel, that progress had 
achieved its greatest momentum. The total 
of pig-iron production, at 84 million tons, 
was a record for post-war years, and the 
output of steel, at nearly 13 million tons 
was the largest ever recorded. The coal 
industry also had continued its forward 
movement, the output having risen by 5$ per 
cent., and exports having been the largest 
attained since 1931. The engineering trade 
was very busy, and was assured of a further 
period of good activity. Shipbuilding had 
benefited considerably by the receipt of a 
large volume of mercantile orders early in 
the year, but still only two-thirds of the 
industry’s total available berths were occupied 
at the close. Shipowners had experienced a 
satisfactory year, freight rates having 
averaged about 50 per cent. higher than in 
1936. Both the cotton and the wool textile 
industries opened the year encouragingly, but 
had not maintained their early promise, and 
trade was much more subdued in the second 
half of the year. 
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} The recession in business activity as a 
whole in the closing months of last year, in 
onjunction with a similar but more severe 
xperience in the United States, had oc- 
-sioned fears that the process of recovery 
vhich had gone on without serious inter- 
ruption in this country for almost exactly 
aye years was coming to an end, and had 
used some impairment of that confidence 


‘ 
shich was the essence of business prosperity. 
it was important, therefore, to dispel un- 
warranted fears. That our recovery could 
ontinue indefinitely, without intermission, 
was not to be expected, and the movement 
recently perceptible was at present only a 


Jowing-down of activity, liable to attract 
exaggerated attention when it succeeded a 
jong period of unbroken progress. The 
steadiness of our recovery from the depression 
suggested that it was of a permanent and 
long-term character, much more likely to 
ndure because of its gradual growth. 


THE AMERICAN RECESSION 


The decline of confidence owed its origin 
na large measure to a similar development 
inthe United States. Sentiment throughout 
the mercantile world was affected more by 
ievelopments in the United States than by 
those in any other country, owing to the 
fact that, with a population of 140 million, 
she was at once the world’s largest consumer 
f many commodities and the largest pro- 
ducer of many others. The fall of com- 
modity prices in recent months had been due 
largely, and in some cases almost entirely, toa 
essation of American buying. In America, 
business activity had suffered a much sharper 
and more severe recession than that seen in 
thiscountry. .\ troubled political atmosphere, 
in which the administration and the legis- 
lature had not always appeared to be in 
complete harmony ; an apparent indecision in 
Government policy; antagonism between the 
Government and ,“ big business ”’ ; 
labour disturbances; an unbalanced budget, 
despite heavy taxation, which was not 
universally regarded as satisfying the canon 
of equity: all these were factors tending 
toundermine confidence. Fortunately, recent 
news from the United States had been more 
encouraging, and the view was gaining ground 
that the next few months would see a re- 
sumption there of the recovery movement. 
More important than any other single factor 
vould be the relations between the American 
bovernment and business interests, and it 
Was upon the resolving of their differences, 
and the growth of a spirit of co-operation 
cetween them, that the future prospects not 
only of America, but of the whole world, 
argely depended. 


If 









serious 





American adverse influence was so 
powerful, much depended on the measure of 
resistance that could be opposed to it, and 
tis in turn depended largely on the inherent 
strength of the established economy of this 
country. In this respect we were fortunately 
well placed. With each year of growth, 
tecovery had taken a firmer hold, sending its 


foots deeper and wider. During the past 


five years, industrial production had increased 
by nearly 50 per cent., and industry had 
absorbed two million additional workpeople. 
Our overseas trade, though still greatly 
handicapped on the export side by world-wide 
restrictions, was about 43 per cent. higher in 
value and about 17 per cent. larger in volume 
than in 1932. Our present trade prosperity 
was not due to rearmament, for a good 
measure of prosperity had been established 
before the rearmament programme was 
embarked upon, and the work, though 
likely to provide employment on an ap- 
appreciable scale for some long time ahead, 
represented but a fraction of the total output 
of industry. A factor making for stability 
was the relatively large purchasing-power of 
the community, owing to the marked rise in 
recent years in the numbers employed in 
industry. The big expansion of our imports, 
in both value and volume, was in part a 
reflection of an enhanced standard of living, 
but the demand arising out of armament 
needs had also contributed, and such imports 
did not give rise to compensating exports. 


NEED FOR INCREASED EXPORTS 


Our imports last year cost £181 million 
more than in 1936, and the gap between 
imports and exports had widened by {£86 
million. When our receipts from “ in- 
visible ’’ exports had been taken into account, 
our trade balance would be more heavily 
adverse than in 1936, when the net debit was 
estimated at {19 million. Failure to pay for 
our imports for two years in succession em- 
phasised anew that intensified efforts must 
be put forth still further to expand our over- 
seas markets. British industry had been 
enabled through the years of prosperity to 
readjust its organisation and enhance its 
efficiency, but to widen its scope it would have 
to look increasingly abroad. The immediate 
outlook for export trade continued to be 
favourable within the limits still imposed by 
outside influences, for the enhanced incomes 
of primary producers favoured expanding 
demand for manufactured goods. 


In recent years, economic progress had 
everywhere been overshadowed by political 
developments. We owed a debt of gratitude 
to those in charge of our destinies, who so 
far had preserved this country from active 
embroilment in the lamentable events that 
we saw around us, and it was the heartfelt 
wish of every one of us that they might meet 
with continued success in the hard task to 
which they were devoting their energies. 
The Chairman concluded by saying that he 
had put forward a plea for sober judgment of 
our economic position, and had endeavoured 
to show that to take alarm at this juncture 
was harmful and unwarranted. Our pace 
had slackened, but our reserve of strength 
and our stamina should sustain us through 
the present vicissitudes and enable us fully 
to play our part whatever the future might 
have in store for us. 


The Report and Accounts were adopted 
and other formal business transacted. 
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Some Recent National Provincial 


Banks 
By Professor C. H. Reilly 


T is always a pleasure when the time comes round to 
I review the recent National Provincial branches not 

only because they are generally interesting and 
charming in themselves but because they restore one’s 
faith in human nature. Here are the best average of 
such buildings in the country done by a salaried and 
official architect, with no personal interest in the number 
of buildings he does or the amount of his clients’ money 
that he spends. He cannot, that is to say, get richer by 
any increase in his practice, for in the ordinary sense of 
the term he has none. He is an official pure and simple 
and yet he is obviously an artist keenly interested in 
his work and clearly giving his best. It will be remem- 
bered he is Mr. W. F. C. Holden and has had charge of 
the designing of the National Provincial banks for 
several years. 

The great controversy in the architectural profession 
at the moment is the position and recognition to be given 
to the official architects as a class. Taking all salaried 
men together in whatever capacity they work they come 
to more than half the members of the Royal Institute 
of British Architects, and yet only one at present sits by 
right of his position and as representing his class on 
the Council of that body consisting of some seventy 
members. It is argued that the work of official architects 
on the whole is dull stuff and has been declared in 
certain cases by the new President of the Institute 
himself to be like chocolate from a slot machine. 
“Departments ”’ he said in his recent inaugural address 
referring to the architectural departments of public 
bodies ‘‘ however well staffed must always be in danger 
of becoming like slot machines in which you pay your 
penny but cannot take your choice; you expect choco- 
lates and chocolates you will get of admirable quality 
but sometimes a little stale.’ This statement, no 
doubt true in certain cases, has caused a hub-bub. These 
National Provincial banks are a good reply. They are 
never stale and they are more varied, strangely enough, 
than the branches of the other banks done by a great 
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“ 


variety of architects in private practice, who tend in 
this kind of work to copy one another and to do the 
safe little Georgian buildings, of which readers of THE 
BANKER at any rate must be by now getting nearly as 


tired as | am mvself. 
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THE OSTERLEY BRANCH 


and to save oneself the trouble and exertion of inventing 
something fresh and interesting each time, when one |] 


one 


little bank after another coming along, must 


very great, yet Mr. Holden never seems to succumb to 
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cannot help admiring him apart from his work 
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this quality in him. I have never met him but he is 
clearly the type of public servant, of whom the state will 
require more and more in the near future. He should 
represent the official architects on the Council of the 
R.I.B.A. When it comes, however, to a general election 
of the profession as a whole, as it does each year, he 
would probably not get elected, for compared with the 
work of many private architects his is unknown in the 
sense that it is unconnected with him. The trouble of 
all official architecture is its anonymity and the difficulty 





Vr. Wo. C. Hollen 
Pile INFERIOR OF THE OSTERLEY BRANCH 


of connecting the man and his work. It is really part 
of the great question of how to combine the virtues of a 
democracy and those of a totalitarian state, a question, 
which the next generation everywhere will have to 
face and solve. We had better leave it at that and return 
to our muttons. 

The fine upstanding and very original branch that 
Mr. Holden did at Osterley on the Great West Road will 
probably be remembered. Here is the view of the 
exterior THE BANKER published the last time I dealt 
with these banks as a reminder. I said at the time that 
I should like to see a photograph of the interior to satisfy 
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mvself what this lofty banking hall looked like from 
within. It had occurred to me then that the great 
height of this building might be there so that the exterior 
should not be overwhelmed by the Gillette factory next 
door and that possibly in this case the interior had been 
sacrificed to get an impressive exterior. Well here is 
the interior and it is clear that nothing of the kind has 
happened. The interior is indeed as impressive as the 
exterior. Standing at the counter—simple and straight 
forward with no unnecessary mouldings or tophamper 





trchitect Mr. W. F.C. Holden” 
fHE HEADLEY BRANCH, NEAR ALTON 

as | have wanted for a long time to see bank counters 

with the low ceiling of the aisle section over one’s head 
one looks into lofty centre or nave part flooded with 
light. It must be a splendid airy effect that one gets. 
One ought to have expected this but nevertheless I am 
glad to have seen it. Mr. Holden has now begun to 
send photographs of the interiors of his banks as well 
as of the exteriors. I wish that that would happen 
with the other banks. It would make these criticisms 
so much more real and, if they have any value and use 
at all, more valuable and useful to everyone concerned. 
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As a contrast to the last and betore we turn to other 
branches a little similar to the Osterley one, here is a 
delightful little country branch on a bank of grass under 
trees at Headley in Hampshire. I find it very 


some 
has an almost Puckish look as if it were 


attractive It 





[HE NEWPORT BRANCH IN SHROPSHIRI 
some unreal building that had sprung up in a night. 
Yet it is substantial and solid and simple, showing 
clearly which is the little banking hall and which the 


little bank parlour or manager’s room. One _ envies 


the manager sitting in summer looking out on the country 
side through the three sash windows of the fine curved 
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side of his room or in winter turning the other way and 
enjoving a good log fire under that big chimney stack. 
[ should enjoy my visits I know to this little branch, 
whatever the state of my balance, and expect to find 
on the counter vases of wild flowers as well as ledgers. 





Irchitect Vr WPL CH 
THE INTERIOR OF THE NEWPORT, SHROPSHIRE BRANCH 


[ should notice each time as I went in or out of the 
door the little note of refinement where the brickwork 
had been twice set an inch or two, and I know I should 
like the effect inside of the criss cross fanlight over the 
door as much as I do on the outside. 
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As in its way an almost equally charming country 
town branch, though no town one could have the special 
delight of the last, let us take the Newport branch in 
Shropshire. This pleases me first of all because it has a 
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Mr. W. F.C. Holden in conjunction with Mr. P. W. Davis 
THE WALTON-ON-THAMES BRANCH 


note of modern simplicity about it. No building could 
be freer from unnecessary fallals. Its mass is of a good 
shape suited well to its site. It appears from. the 
photograph to end a row of buildings and seems with 
its semicircular end facing in the opposite direction 
to buttress them very firmly. Then although its mass 
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is simple and the general scale of its parts, such as its 
windows, is big, this bigness is combined with delicacy 
and refinement. The little capping to the parapet is 
evidence of this and so are the thin window bars, the 
lettering and the placing of it, the panels under the 
windows and the small brick architraves to them and 
lastly the little offset in the rises of the steps to the front 
door, though perhaps this last is going too far. The 
same might be said perhaps of the small break and short 





ects Mr. W. F.C. Holden in conjunction with Mr. W. P. Davis 
THE INTERIOR OF THE WALTON-ON-THAMES BRANCH 


Architect 


return face at right angles to the street front from which 
the curved end springs. The interior is as good. With 
the semi-Georgian character of the exterior, witness 
the long sash windows divided into panes, a certain 
amount of panelled detail and moulding was called for 
in the interior woodwork. That to the counter front 
in this case seems just right. Altogether this is a very 
successful bank solving the difficult problem of the 
single storey one in a town with a fine sense of scale 
and dignity. 

The Walton-on-Thames branch which Mr. Holden 
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has carried out in conjunction with Mr. P. W. Davis 
while keeping to something the same manner does 
not seem to me to be nearly so successful either inside 
or out. Clearly the detail of the glazed wooden lobby 
is much too heavy and clumsy either for the front of the 
counter or more still for the moulded beams of the 
ceiling or the glazing bars of the little window. The 
same sort of remarks apply to the exterior. The breaking 
up of the main surfaces, the stepping up of the doorway 





THE EALING BRANCH 


front, the doorway itself and its mouldings are heavy 
and coarse. Though the general form may be that of 
the Newport branch and consequently of Mr. Holden, 
[ cannot believe the detail is. 

Lastly we have the Ealing branch with the same 
general shape again but with the exterior cased in stone. 
Here Mr. Holden is once more working alone and I must 
say it looks like it. The veneered interior walls echoed 
in the plain floor and ceiling and the plain front of the 
counter are delightful. The only thing which seems wrong 
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with this interior is that there are possibly too many 
bars and small panes to the laylight of the skylight for 
the big scale and simplicity of the rest. The exterior 
is good but not quite so good. The tendency for instance, 
which we noticed in the Newport branch, to have thin 
little breaks in the main surfaces at the corners of the 
building is here carried still further, so that it looks, 
when one is aware of them, as if a thin coat of stone 





Mr. W. F.C. Holden 
THI INTERIOR OF THE EALING BRANCH 


had been plastered, supposing that were possible, over 
each front on top of the main stone faces. This really 
means the detail here is more suited to plaster than to 
stone. The moulded frame to the main door, however, 
stands well against the reveals of the recess into which 
it is set. For the general simplicity of the design and its 
plain stone mass in the surroundings the photograph 
shows, Ealing should be very thankful. 


nany 
t for 
eT1Or 
ance, 
thin 
t the 
ooks. 


stone 





over 
eally 


n to 


ever, 
yhich 
d its 
raph 





183 


The Monetary and Credit Policy 
of Roumania 


By M. Mititza Constantinesco 


Governor of the National Bank of Roumania 


I 


OUMANIA was among the last of the nations to 
R follow the example set by Britain in 1925 of 

stabilising the pound sterling. Roumania’s cur- 
rency was stabilised in February, 1929, and in spite of 
the world economic crisis which developed some months 
later, the gold standard proved its worth in the years 
immediately following stabilisation, even although Rou- 
mania as an agricultural country and exporter. of raw 

materials was peculiarly affected by the crisis. 

From the end of 1931 onwards, however, important 
sums in foreign currencies held by exporters became 
“frozen’’ through exchange restrictions abroad. The 
Roumanian Parliament therefore passed, on February 29, 
1932, the law regulating payments by countries adopting 
exchange restrictions. This law applied the method of 
compensation as a means of recovering money owed to 
Roumanian exporters. 

Side by side with this “ freezing ” of foreign credit, 
there was a flight of capital, and in consequence the 
currency holdings of the Bank of Issue fell to an alarming 
extent. As a “result, in May, 1932, Roumania was 
compelled to adopt measures to restrict business in 
foreign currency, but it was made clear that the measures 
were “intended only to be temporary. 

The shrinkage in Roumania’s favourable trade balance, 
which reached its lowest point in 1934, also hampered 
the National Bank’s monetary policy. As Roumania 
owed important sums abroad, particularly State debts, 
the shrinkage in the favourable trade balance made it 
difficult for her, despite all her efforts, to transfer the 
sums needed to meet her obligations regularly. The 
position was made still worse by the fact that Roumanian 
exports tended to go to countries which had introduced 
exchange restrictions. This was because the Roumanian 
R 


, 
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exporter found it advantageous to export to these 
countries, for the restricted countries had maintained the 
legal parity of their currencies, while other currencies 
had depreciated. The result was that Roumania had 
not enough free exchange at her disposal to meet her 
obligations to the “ strong,’”’ or unrestricted, countries. 

The monetary policy of the National Bank, adopted 
in full agreement with the Government, had a fourfold 
aim: (1) to direct exports to the “ strong ’”’ countries, 
in order to assure transfer to cover her outstanding debts; 
(2) to obtain a sufficiently favourable trade balance; 
(3) to wipe off gradually commercial payments in arrears, 
and so remove this cause of pressure on Roumanian cur- 
rency ; as will be seen later these debts have for the most 
part been paid off; and (4) to prevent fresh arrears from 
accumulating. 

The first aim was achieved by the introduction in 
1935 of a special premium on exports. At first this 
varied according to the nature of each export, but it was 
later fixed at 38 per cent. It applied to all foreign 
exchange in “‘ strong ’”’ currencies ceded to the National 
Bank, and was subject to a charge to cover expenses. 
Also the premium payable on oil exports is in part met 
out of a 12 per cent. export duty on oil. 

Meanwhile, dealings in “‘ weak ’’ currencies were freed 
so that those currencies could depreciate and so deter 
exports to the “ weaker ”’ countries. 

A law passed on April 15, 1935, allowed lei holdings 
in the possession of foreigners to be used inside Roumania, 
and so considerable arrears were discharged. A transfer 
visa was also introduced to maintain a balance between 
imports and exports. Under this system no import 
permit was granted unless the importer already had his 
foreign exchange available. The system is strictly en- 
forced and has greatly helped to prevent the piling up 
of yet more arrears. These measures, helped by a 
considerable improvement in the general exchange situa- 
tion, rapidly produced results. Clearing accounts were 
put in order and the transfer of money owed abroad 
made much easier. Finally, the liquidation of arrears of 
debt has been carried through almost completely, although 
it was believed that the operation would require a much 
longer time. 
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That was the position when, in September, 1936, the 
gold bloc countries decided on devaluation and Roumania 
was faced with the prospect of loss on clearing accounts. 
Every country had to examine carefully its monetary 
position and make the necessary modifications. As far 
as Roumania was concerned, the international monetary 
position in the autumn of 1936 did not entail any modifi- 
cation of monetary policy. Roumania did not need to 
fear the competition of the countries which had carried 
through devaluation, as their chief exports were entirely 
different. On the other hand, the economic life of 
Roumania did not need stimulants, for during the last 
few years there had been a steady economic recovery. 
The foreign currency changes, however, did embarrass the 
National Bank for it had to pay a premium of 38 per cent. 
on any gold it bought above the price fixed by the stabi- 
lisation law—111-111 lei per kilogrammes of fine gold— 
although for accounting purposes gold was reckoned at 
that fixed price. Accordingly, a decree of November 6, 
1936, empowered the National Bank to reckon gold at 
its actual purchase price of 153-333 lei per kilogramme 
(111-111 lei plus 38 per cent.) and to revalue its gold 
holdings at that figure. This was purely an accountancy 
measure, but it enabled the National Bank to overcome 
a real difficulty. When the operation was completed, 
the cover in metal held by the National Bank and com- 
posed almost entirely of gold was found to be practically 
45 per cent. 

The purpose of the Bank’s monetary policy, carried 
out in full agreement with the Government, has always 
been stability with freedom of action. Therefore, the 
moment the situation improved and foreign currency 
holdings increased, progress was made towards restoring 
complete freedom. Foreign exchange has been made 
available more freely and some of the clearing agreements 
were denounced so that new and less onerous ones might 
be made and greater liberty thus obtained. Some 
agreements, indeed, have been entirely abolished and 
complete freedom of exchange established with the 
countries concerned. 

Thus our monetary position is now consolidated and 
the lei obtains higher quotations in free markets. The 
improvement would have been greater if our former 

R 2 
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assets, instead of being “ frozen”’ in clearing accounts, 
had come on the market to increase the demand for lei. 
The balanced state of the public finances, the large 
favourable trade balance, the continuous increase in 
foreign currency holdings and the strong metal cover in 
gold held by the National Bank—these are the lei’s 
stronge st supports. 

Still, we cannot make much more progress along these 
lines as long as other countries continue to maintain those 
restrictions which hamper the movement of goods and 

capital. The return to monetary stability and to freedom 
of exchange can only be achieved through international 
agreement, and the Tripartite Monetary Agreement of last 
vear indicates the path that ought to be pursued. It is 
impossible to exaggerate the ‘importance of currency 
stability to the economic life of the world, for without 
such stability no permanent progress is possible. Till 
such an agreement is achieved the National Bank pursues 
its prudent policy of consolidating its reserves so that 
when the time is ripe it can restore the convertibility of 
its note issue. 

II 

While it was consolidating the monetary position 
the National Bank persevered steadily with its policy 
of improving and consolidating the internal credit system. 
The National Bank never at any time failed to perform 
its task of giving the market the necessary means of 
payment. It did so by giving those responsible for 
Roumanian production credit under the form of dis- 
counted trade bills and bills on share holdings. Discount 
credits are granted through the big commercial banks, 
which distribute them either directly or through the 
smaller banks. 

In 1930, the total number of banks in Roumania in 
the form of joint-stock companies was 1,102 with a capital 
of 11,628,000,000 lei. On September 1 of last year 
there were only 899 banks in the form of limited companies 
and of these 156 were in liquidation. The reduction in the 
number of banks is the result of the liquidation of many 
of the smaller ones caused by the banking crisis of 1931, 
and also to amalgamations recommended by the National 
Bank as a means of restoring the banking system after 
the upheaval of the economic crisis. To this end the 
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National Bank, in agreement with the Finance Ministry, 
thought it necessary to propose a bill regulating banking. 
The justification for this bill was that many of the banks 
then in existence had not worked on sound credit 
principles. When the crisis came they found that part of 
their assets were “ frozen ”’ in the form of long-term loans. 

The banking law of 1934 laid down a sound credit 
policy, fixing a certain proportion between assets and 
liabilities so as to maintain liquidity. It enforced a new 
extensive and detailed publication of every bank’s 
position and instituted a control system. This system 
is worked by a Higher Banking Council presided over by 
the Governor of the Bank of Issue. Prior to 1931 there 
were a number of banks with very small capital. To 
prevent the foundation of more small banks, a minimum 
capital was enacted in the 1934 law which varies according 
to the legal form of the company and the locality where 
it puts its head office. Finally, the opinion of the Banking 
Council must be obtained on the advisability of permitting 
anew banking company to be formed. 

In 1934, the law for the liquidation of agricultural 
and municipal debts provided for a cut of 50 per cent. on 
debt contracted by agricultural and municipal debtors 
when the price of agricultural products was high. This 
naturally affected the corresponding assets of the banks. 
Part of the loss so incurred by the banking system has 
been met by the State and the remainder has been almost 
entirely amortised either out of the banks’ reserves or 
through the reduction of the assets belonging to the 
creditors of the respective banks. Thus the conflict 
between debtor and creditor, provoked and aggravated 
by the economic crisis, has been settled very adequately 
and the banks put into a condition such as enables them 
to continue working. The task of clearing up the banks’ 
balance sheets was very strictly watched by the National 
Bank, which, in agreement with the courts, establishes 
the capacity of each bank to pay, when sucha bank wished 
to reduce the sums due to its creditors. 

Despite the efforts they constantly made to come to 
the help of the market, the existing credit houses were 
not in a position to do so, for private saving, which is 
very considerable in Roumania, was not attracted to the 
banks but preferred sound investment or unproductive 
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hoarding. It was, therefore, very difficult to direct 
private savings into those channels where they would 
meet the needs of the credit situation. The National 
Bank, in agreement with the Ministry, took the initiative 
in setting up such new credit institutions as were necessary 
to agriculture, the hand-worker and small scale industry 
and also to the mines. Thus in 1937 there were set up 
the National Institute of Agricultural Credit, the National 
Institute of Handworkers Credit and the National In- 
stitute of Gold and Metalmining Credit, shares in each 
being held by the State, the National Bank and indi- 
viduals. 

These institutions and also the National Society for 
Industrial Credit provide the farmer and the large-scale 
and small-scale industrialist with the long and medium 
term credits which they require. 

As the capital market is in Roumania relatively 
unimportant, the National Bank put at the disposal of 
the other banks the financial resources they needed by 
rediscounting commercial bills. Credits granted by the 
National Bank in the shape of such rediscounted bills 
have thus been divided in the four years 1933-36 (in 
millions of lei) :— 














1933 1934 1935 1936 

Industrialists «. 316,357 12,333 10,770 11,575 
Traders ia .. 8,674 9,093 4,068 5,007 
Farmers So, .. 1,555 1,395 390 604 
Artisans ia Ma 306 149 58 48 
Various i .. 3,484 2,488 1,202 1,754 
Total .. 30,376 25,458 16,488 18,988 


Appeals by the other banks to the National Bank 
have been less and less frequent in the last few years— 
except for 1936—because their financial resources—their 
own or foreign—have steadily increased and so they 
can themselves meet most of the demands for credit 
made upon them. That shows that part of the sums in 
specie withdrawn from the banks during the crisis have 
begun to flow back to them or to other credit institutions, 
e.g. the Savings and Postal Cheques Bank. In that 
bank, deposits rose at December 31, 1933, to 1,383,000,000 
lei and at August, 1937, to 3,448,000,000 lei. Deposits 
in the big banks stood on December 31, 1934, at 
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6,744,000,000 lei and on June 30, 1937, at 10,517,000,000 
lei. 

Finally, in order to attract private savings into the 
banks in the form of deposits, they have to be protected 
by a system of insurance, so that the depositor may in 
all circumstances feel certain that he can have his money 
back either from the bank where he put it or through his 
insurance. It was to ensure this that the proof of 
stability and insurance of bank deposits was required. 
Now that the position of the banks has been clarified 
and consolidated by the law regulating agricultural and 
municipal debts and by the law governing banks, and 
now that the banking system has been reinforced by the 
creation of new credit institutions, the banks in Roumania 
can work under much more favourable conditions. They 
have the continual help of the National Bank, whose 
credit policy has been steadily one of protecting and 
encouraging production throughout the country. 


Banking Development in 
Roumania 
By M. C. Angelesco 


President of the Association of Roumanian Banks 


NTIL the foundation of the National Bank of 
U Roumania as the bank of issue in 1880, credit for all 
practical purposes was non-existent. There existed 
only one or two exchange houses which changed the various 
currencies in circulation and occasionally granted small 
loans. After the foundation of the National Bank, 
however, credit institutions in the proper sense of the 
term came into existence. The number of banks founded 
as limited companies between 1880 and 1913 is as 
follows :— 


Capital 
Years Number (in millions of lei) 
1880-1890 - ny ‘a 6 15°7 
1890-1900 - a - 18 73°6 
Ig00-IgI0 Re 2 67 62°4 
IQI0-I913 ? ' .. 64°0 


These years witnessed the foundation of the great 
Roumanian banks—the Agricultural Bank (1894), the 
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General Bank (Banca Generala a Tarii Romanesti, 1898), 
the Discount Bank (1898), the Credit Bank (1904), the 
Bank Marmorosch Blank & Co. (1905), the Commercial 
Bank (1907), and in 1910 the Banca Roméaneasca, at 
present the most important bank in Roumania. 

Of these seven banks, four were the creation of 
foreign capital chiefly Austro-German. The foundation 
of the Banca Romaneasca was in substance a reaction 
on the part of native capital to the foreign invader which 
had penetrated into the most important branches of 
the national production. About the same time there 
were set up the credit institutions for agriculture and the 
municipalities and the co-operative credit societies for 
agriculture. On the eve of the Great War, Roumania 
had a banking system well able to supply the long, 
medium and short term credit needs of the country’s 
economic life. 

During the war, activity was greatly restricted, 
particularly as regards those institutions which were in 
territory under enemy occupation. Many of them had 
to go into liquidation. After the war the system was 
quickly restored, and the number of banks increased 
considerably. In Ig91g9 there were 486 banks with a 
capital of 711,000,000 lei and in 1930, 1,102 banks with 
a capital of 11,628,000,000 lei. The explanation of such 
an increase lies in the fact that after the re-union with 
the mother country of the liberated provinces—Tran- 
sylvania, the Bukovina, the Banat and Bessarabia—the 
field of activity of the banks was greatly enlarged as a 
result of the withdrawal of foreign capital from. these 
regions. The inflation of the years 1916-1922 also 
favoured the creation of new banks, some of them with 
very small capital. 

Geographically the 1,102 banks in operation in 1930 
were thus divided : 

Percentage Percentage 
of banks of total capital 
Old Kingdom .. “a ai 50 
Transylvania .. - re 31 2 
The Banat a vi - I2 
Bessarabia ‘ wn os 4 
The Bukovina .. 3 

To-day there are only 899 banks in the form of 
limited companies, of which 156 are in liquidation. 
This decrease in the number of banks is due to the 
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banking crisis of 1931 and to the effects of the economic 
crisis. Many of the banks which had only a modest 
capital failed or are now in process of liquidation. The 
743 banks at present in operation in the form of limited 
companies are thus divided geographically :— 

Capital (in 


No. of millions 
banks % of lei) _ 
Old Kingdom . 36 47 7,392 73 
Transylvania -- ae 36 1,920 19 
The Banat .. - 82 II 466 5 
Bessarabia .. im 31 4 217 2 
The Bukovina “9 18 2 106 I 
Total ich <3 “Gag 100 10,101 100 


The following table illustrates the capitalisation of 
the Roumanian banks :— 


Capital Number of Banks 
(in millions of lei) 1930 1937 
more than 400.. I 3 2 
between 200 and 400 .. 5 7 Z 
between 150 and 200 .. 2 _ 2 
between Ioo and 150... 10 9 I 
between 50 and 100 24 20 - 4 
between 25 and 50 40 23 17 
between Io and 25 172 138 34 
between 5 and 10 209 132 ee 
less than 5 637 4II 226 


The capital of many of the banks is still small. The 
table shows that the majority of the banks which have 
disappeared or are about to disappear, had or have a 
capital of less than 10,000,000 lei and also that there 
has been some consolidation among the big banks. 

Amalgamation has been encouraged by the National 
Bank and by the law on the organisation and regulation 
of the banking system passed in 1934, which set up a 
minimum necessary capital. That minimum varies 
according to the juridical nature of the bank and its 
geographical position. The same law instituted a Higher 
Banking Council, presided over by the Governor of 
the National Bank, to supervise strictly all banking 
activity and to ensure that the principles laid down in 
the law in respect of business transactions and liquidity 
are obeyed. 

In 1934, too, there was passed the law for the liquida- 
tion of agricultural and municipal debts which granted 
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debtors an important reduction in debts contracted 
during the boom period. The reduction was justified 
by the general fall in prices and particularly by the 
fall in the prices of agricultural produce, a fall which 
made full payment of these debts impossible. The 
resultant loss to the banks was covered in part by reserves 
and in part by reductions made on debts owed by the 
banks as laid down by the law in question. 

To-day the banks have cleared themselves of their 
former onerous liabilities, and so are capable not only 
of resuming all their old activity, but of increasing it. 
Proof of this is found in the following table, illustrating 
the — after the passing of these laws. 


_ ember 3I, 1934 December 31, 1935 December 31, 1936 


a1 Cla ass I1 Total ClassI ClassII Total ClassI Class II Total 
Registered capital 3,542 3 825 7,367 3,542 3,576 7,118 3,619 3,271 6,890 
Reserves 598 777 1,675 671 566 1,237 688 515 1,203 
Total share capital 1,440 4,602 9,042 4,213 4,142 8,355 4,307 3,786 8,093 
Deposits 7,084 3,748 10,832 8,411 2,728 11,139 9,755 3,048 12,803 
Creditors 5,361 2,751 8,112 5,063 1,972 7,635 5,481 1,352 6,833 
Bills in hand .. 3,502 3,506 7,098 3,302 2,134 5,435 3,386 1,846 5,232 
Securities B19 423 1,242 805 255 1,060 878 263 1,141 
Debtors 7,406 3,803 11,209 8,292 3,257 11,549 8,499 2,346 10,845 


Class I includes banks with a capital of more than 
40,000,000 lei, all other banks being placed in Class II. 
The numbers in each class are as follows :— 


1934 1935 1936 

= - on 37 38 39 
os as ‘ 757 640 514 
Total... is 794 678 553 


To appreciate the general trend it is best, for various 
reasons, to concentrate upon the returns of the Class I 
banks. These show that deposits in the big banks have 
increased every year, a fact which proves that confidence 
so shaken by the crisis of 1931 has been completely 
restored. These banks place their assets—their own 
or borrowed— in the form of discounted commercial bills 
or credit on current account guaranteed by security. 
This way they have met the short term credit needs of 
agriculture, trade and industry. 

In order to give long and medium term credit to 
the chief factors in productions there were set up in 
1937 the National Agricultural Credit Institute, The 
National Institute of Artisan Credit and the National 
Institute of Mining Credit. The National Bank, which 
has played an important part in re-establishing the 
credit system, shares with the State and private enter- 
prise in the capital of these institutions. 
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The Financial Policy of Roumania 
By M. Eugene Savu 


Finance Minister of Roumania 


UBLIC Finance assumes especial importance in a 
P country which has only been established in its 

present form for a relatively short time. Under 
such conditions, the economic development of the country 
intensifies the demands on the Treasury, while at the same 
time the capital market is restricted so that the State can 
rarely appeal for an internal loan. Thus the budget is 
dependent upon the normal sources of revenue—such as 
taxation and revenue from state possessions and publicly- 
owned enterprises. On the other hand failure to balance 
the budget means, in Roumania at least, immediate and 
serious economic difficulties and crises. 

These are the main conditions and principles governing 
Roumania’s financial policy, principles confirmed by the 
economic crises of 1929-30 and subsequent events. The 
budget must be balanced, which means that expenditure 
must be watched with care, and attention must also be 
given to both current and future revenue. For the first 
ten years after the Peace Treaties which reconstituted 
Roumania on her present basis, the public finances of the 
country had continually to be adapted in order to meet 
the new conditions created by the unification of the 
financial law of the country and by the steady progress 
made by the Government. Just as the stabilisation of the 
currency and the raising of large foreign loans for public 
works appeared to be ushering in a new period of develop- 
ment, there came the 1929-30 crisis which among other 
consequences had a serious effect upon the public finances. 
The fall in the prices of agricultural produce was accom- 
panied by a shrinkage in budget revenue, and it proved 
impossible to make at once an equivalent reduction in 
national expenditure. This appears from the following 
table, p. 144, which shows how revenue was reduced by 
50 per cent. between 1929 and 1933-34. 

The table also shows that from 1930 onwards to 1933-4 
the cumulative deficit amounted to 23,000 million lei, or 
to practically the same amount as the total budget of 
1936-37. To-day Roumania is once more balancing her 
budget, mainly through the exercise of an unremitting 
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watch over expenditure. Ordinary revenue has been 
recovering since 1934-35, and is for 1937-8 estimated at 
over 2,100 million lei a month, equal to 25,000 million lej 
a year. By 1934-35 expenditure had been cut back to 
about 21,000 million lei, but by 1937-38 it had proved 
possible to increase it once more to about 26,000 million 
lei. Even this last figure is well below the 1929 expendi- 
ture, and in point of fact both revenue and expenditure 
are now about 32 per cent. below their 1929 level. To 
achieve the present balance, both the state employees and 
the general body of taxpayers have made heavy sacrifices, 
but the public finances of Roumania are now in a position 
to meet all essential needs. In particular Roumania has 
been able to sustain the recent extraordinary expenditure 
on national defence. This amounted to 2,000 million lei 
in 1935-36, and is 2,750 million lei for the current financial 
year, 1937-35. 
REVENUE AND EXPENDITURE 
(lei millions) 
Estimated Actual 


Year Revenue Revenue Expenditure 
1929 = ma a -, 37,700 36,018 34,607 
1930 . . -» 37,450 31,155 34,909 
1931 , ‘a i 31,880 27453 37,2608 
1932-3 (to June 15) - Ki 31,787 23,007 28,725 
1933-4 “ ah 3 - 23,438 18,384 22,037 
1934-5 _- - 3 ns és 20,452 18,802 21,070 
1935-0 Sin. ns a bas 20,977 21,168 20,979 
1936-7... ‘3 = = 23,392 24,505 23,458 
1937-8 ’ 25,948 : 


Roumania’s public finances have therefore triumph- 
antly emerged from the years of crises. Much clearly 
depends on the general political and economic outlook in 
Europe, but there is some hope of attaining before long 
the limited objectives of restoring the position as it 
existed prior to 1929. Pending the realisation of these 
hopes, there is at least considerable assurance of main- 
taining the present equilibrium. The main need is for the 
world to adopt an attitude which combines optimism and 
pessimism in an adaptation of an old maxim—be prudent 
and keep the budget balanced. 
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The Trade Position of Roumania 


By a Correspondent 


HE new Roumanian Government under M. Goga 
T has taken office just at a time when Roumania, 

having emerged from the great depression, had 
entered what bids fair to be a new period of prosperity. 
The revival had its first feeble beginnings in 1935, and by 
the first weeks of 1937 the whole position had so com- 
pletely changed that the then Government, having 
satisfied the immediate demands of creditors, was able to 
begin to work for the removal of those trade restrictions 
which so hamper an exporting country like Roumania 
and at least to counteract immediately the worst effects 
of them. For the period January—July, 1937, the favour- 
able trade balance was 7,000,000,000 lei, although the 
relaxing of the quota system for imports had increased 
imports in 1937 by almost one-third, as compared with 
1936. There was a greater proportionate increase in 
exports, and the budget for 1937-38 showed a surplus. 

Any fears abroad of a departure from the sound 
economic policy of its predecessors were speedily removed 
by the declarations made on the new Government’s behalf 
inthe New Year. M.Savu, the new Finance Minister, said 
firmly (v. The Times of January 4, 1938) that there 
would be no departure from the system of balanced 
budgets nor would there be any juggling with the 
currency. The Government, he said, would give its 
entire attention to the internal money market, to the 
safeguarding of investments, and to the maintenance of 
the calm, security and progressive spirit necessary to the 
economic life of the nation. Nor would there be any 
change in the Government’s dealing with foreign Powers. 
The negotiations already in progress with Roumania’s 
creditors would be continued, and he hoped they would 
be successfully concluded. Once they were, similar 
negotiations would be begun with other creditors. 

Other rumours were dispelled by the Minister of 
Industry, M. Gigurtu. He announced the Cabinet’s 
intention to reduce the cost of living, but not by any 
arbitrary interference with private enterprise. There 
Was no intention, he said, of introducing a general system 
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of Government control over trade and industry. Inter- 
vention of that kind would, he declared take place only 
where private enterprise had deliberately and defiantly 
violated those laws which were passed to protect labour, 

There is, therefore, no reason at all to be doubtful 
of Roumania’s continued progress. This progress is best 
seen in a brief comparison of the trade returns 

1936 (Jan.-—Oct.) 1937 (Jan.—Oct.) 
In millions of lei 

Imports... os oa 9,808 15,114 

Exports... “a os 16,192 25,801 

The figures are not exactly comparable because of 
different methods of calculating the premium on exports, 
but they indicate clearly enough the progress made in so 
short a period. When it is remembered that in 1933 
imports were only 11,700,000,000 lei and_ exports 
14,170,000,000 lei, it will be seen that Roumania is 
rapidly recovering the position she held before the crisis. 
Trade with Great Britain has greatly increased, par- 
ticularly in exports of cereals. The returns for 1936 
show a big jump over those of 1935. For instance, the 
value of the cereals exports rose by {2,200,000 and 
although the figures for 1937 are not yet complete, those 
available indicate that the rise is no mere flash in the pan, 
but one which is the result of a carefully planned improve- 
ment and price policy. Thus the ground gained is likely 
to be steadily extended. 

The export details are interesting : 

VOLUME (Tons) 
1936 (Jan.-Oct.) 1937 (Jan.—Oct.) 


Live animals ah = us 57,168 51,866 
Animal foodstuffs ing ng 15,861 18,158 
Cereals, etc. dys vs ie 1,584,124 1,950,314 
Timber, etc. - in od 807,208 930,183 
Oil, etc. .. bs sy at 5,773,039 4,776,571 

Various i - - r 315,572 351,270 


VALUE (MILLIONS OF LE 


~ 


Live animals 857 1,045 
Animal foodstuffs 395 583 
Cereals, etc. 4,385 8,847 
Timber, etc. 1,222 2,161 
Oil, etc. 7,022 10,538 
Various 1,71I 2,627 


The fall in oil exports 1 may be ascribed to the increase 
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in home consumption as a result of the increase in oil- 
driven machines of all kinds. 

The favourable nature of the trade balance is obvious 
from the figures, but it is worth adding that only eight 
countries can claim to export more to Roumania than 
they import from her. These are Czechoslovakia, 
Esthonia, Lithuania, Argentina, Canada, the United 
States, India and French Indo-China. Of these Czecho- 
slovakia is the most important. The excess of her exports 
over imports was over 400,000,000 lei. On the other side 
Germany, whose exports to Roumania represent one 
quarter of Roumania’s total imports, exported to Rou- 
mania goods to a value of 4,176,031,000 lei (an increase 
of only 440,000,000 lei) while she imported from Roumania 
goods to a value of 5,085,318,000 lei (more than double 
the 1936 figure). Exports to Germany represent one-fifth 
of Roumania’s total exports. 

So excellent a trade position in comparison with the 
depression of some years ago implies a great spurt in 
production which has been fostered by earlier Cabinets 
and will equally be fostered by the new one. Full returns 
are not yet available for 1937, but 1936 showed a marked 
increase in practically all the branches, particularly in the 
export branches. The statistics for the earlier months of 
1937 show that the tendency has been maintained. 

With a policy of “no adventures ”’ a strong Govern- 
ment can hardly fail to lead the country to prosperity 
and the new Government not only promises to be strong, 
but has evidently grasped the essential needs of trade and 
will do its utmost to foster it. 


Agriculture in Roumania 


By Professor G. Ionescu-Sisesti 
Formerly Minister of Agriculture 


GRICULTURE is Roumania’s most important 
A industry. The annual production amounts to 
50,000 million lei, and stock-breeding produces 
30,000,000,000 lei. Agricultural produce forms about 
half of Roumania’s exports. For generations to come 
Roumania’s strength will lie mainly in its farmers. 
The restrictions on international trade forced 
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Roumania to put analogous restrictions on imports of 
foreign industrial products, a policy which greatly 
encouraged native industries. The consequent industria] 
progress has not in any way embarrassed agriculture, and 
the government has sought steadily to harmonise the 
interests of both. Owing to the importance to agriculture 
of an active export trade, the Roumanian farmer greatly 
desires Europe’s return to freer trade, to a just division 
of labour as between the nations, and to a sense of 
international solidarity. 

Coming now to Roumania’s chief agricultural 
problems the agrarian reform arose out of the reform 
of the constitution passed by parliament during the 
war in 1917, with the assent of all the political parties. 
It was justified socially by the glaring contrast existing 
in the Old Kingdom between the lot of the great land: 
owners and that of the thousands of peasants. Similar 
inequalities led to the extension of the reform to the 
provinces re-united to the mother-country by the peace 
settlement. 

Special agrarian laws were passed for the provinces, 
taking account of the state of landed property, the legal 
tradition and the actual needs of each and to-day the 
agrarian reform may be considered as completed. 

It was one of the greatest property changes which 
history knows. More than 6,000,000 hectares passed 
into the hands of landless peasants or peasants whose 
holdings were insufficient. Much of the land expropriated 
went to form communal forest or pasture. 

Before the reform the great estates occupied 40-3 per 
cent. of cultivatable land; to-day they occupy only 
10-4 per cent. Small and medium holdings before the 
reform occupied 59:7 per cent.; to-day they occupy 
89:6 per cent. The great landowners who are 
Roumanian citizens have retained land covered with 
forests, vineries, plantations as well as the flood land 
on the banks of the Danube. 

The change affected agriculture seriously in_ the 
transition stage, but it would be unfair to ascribe all the 
retrogression seen to the reform alone. The result is that 
Roumania has become a land of small peasant proprietors. 

Part of the troubles of Roumanian agriculture arose 
from international conditions, but there were also special 
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difficulties caused by the situation at home and the 
attitude adopted by various cabinets to certain post-war 
economic problems. With the aim of retaining the 
bulk of agricultural produce within the country and 
keeping the cost of living at the same level, the various 
cabinets adopted a system of taxing exports which were 
in force from 1919 to 1928. Export of certain products 
was prohibited altogether and others had to submit to 
relatively high taxation. Nevertheless the state of 
international trade caused a steady increase both in 
production and in export. 

That increase and the hopes it raised soon led, how- 
ever, to other difficulties. The abnormal development 
of banking activity and the illusion that Roumania had 
entered upon a period of limitless prosperity led the 
farmer to abuse the credit facilities available to him and 
to contract debt at a high rate—even an excessive rate— 
of interest. These rates, levied not merely by the small 
banks, but by the biggest banks and even by the 
co-operative banks, were the essential means whereby 
creditors could insure against possible monetary devalua- 
tion in the period of currency instability. Then came 
the 1929-32 collapse of prices. As a result, the farmer 
could not meet obligations contracted when prices were 
on a very different level. 

Thus arose the 1931-34 problem of agricultural 
indebtednesss. This was only solved by the legislation 
of 1934, which considerably eased the position of the 
debtors while the State took steps to compensate the 
banks and the co-operatives for the loss involved. 

The State had also to intervene in the fixing of the 
prices of certain products which were considered of 
particular importance. It intervened, for instance, to 
raise the price of corn on the home market. In 1931-37 
the system of a premium on exports was adopted and 
in 1935-36 this was transformed into the system of a 
minimum price at home and a variable premium on 
exports. These gave good results particularly last year 
when the home price for corn was firm. Measures to 
maintain home prices have been applied to wool, beet, 
sugar and soya beans with equally gratifying success. 
These have proved useful at a time when attempts 
at international co-operation proved abortive. 
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The farmer was helped too in other ways during 
the period of currency devaluation and agricultural 
crisis. The State not only took over the loss sustained 
by the banks as a result of the agricultural debt con- 
version operation but also assumed responsibility for 
half the value of the land given to the peasants by the 
agrarian reform. The State also had to intervene to 
help the farmers in several provinces, particularly in 
Bessarabia, because of the periods of disastrous drought 
which have occurred several times since the war. The 
Ministry of Agriculture and the Chambers of Agriculture 
have, especially since 1929, undertaken the distribution 
of selected seed. The seed was bought at the market 
price and distributed at a lower price to the farmer. 
The Ministry also sanctioned credits to the farmer to 
renew their equipment, and it set up many centres 
through which machinery could be put at his disposal. 
It likewise did its best to encourage the sale of wine and 
fruit for export; it granted the various agricultural co- 
operative societies loans and working capital. It took 
in hand measures to free orchards from disease and from 
insects, and to see to the harvesting, grading and packing 
of fruit. It encouraged and financed the associations 
for the export of cattle and for raising the quality of 
corn. It made it possible for the farmer to obtain 
sacks at reduced prices by taking off the import duties 
on such articles. In co-operation with the Chambers of 
Agriculture it has, especially during the last few years, 
made a great effort to improve farming technique. 

The programme of encouragement, co-ordination and 
systematisation to aid the development and modernisa- 
tion of Roumanian agriculture was laid down in the 
law for the organisation and encouragement of agriculture 
passed in 1937. Its provisions are intended to stimulate 
the efforts of the farmer to increase production and to 
improve quality. 

The export of agricultural produce reached its maxi- 
mum in 1931. In that year cereals and sub-products 
were exported to a value of 8,760,000,000 lei, and cattle, 
beef and eggs to a value of 1,570,000 lei. Total exports 
in that year were 22,217,100,000 lei so that agricultural 
export was 46-5 per cent. of the total, while timber 
was 10°7 per cent., ore and its sub-products 30°8 per 


during 
‘ultural 
stained 
yt con- 
ity for 
by the 
ene to 
arly in 
rought 

The 
culture 
bution 
market 
‘armer. 
ner to 
centres 
sposal. 
ne and 
ral co- 
t took 
d from 
acking 
lations 
lity of 
obtain 
duties 
ers of 
years, 


mn and 
srnisa- 
in the 
ulture 
nulate 
nd to 


maxi- 
ducts 
cattle, 
<ports 
Itural 
imber 


8 per 





AGRICULTURE IN ROUMANIA 201 








cent, and others 12 per cent. Then as a result of trade 
restrictions exports fell steadily until 1934. In 1936 
they began to rise again thanks to the better situation in 
the western markets and to the recovery in America. 
In 1936, agricultural exports were practically on a level 
with those of 1931. In the first months of 1937, further 
progress was made. 

The technical transformation achieved in Roumanian 
agriculture is seen not only in the fact that the produce 
exported is better in quality but in the fact that certain 
types of product never before exported or exported only 
in negligible quantities are steadily becoming more 
and more important. In addition to cereals or cattle, 
Roumania to-day exports horses and pedigree animals, 
standardised eggs, standardised nuts, quality fruit (phyto- 
sanitarily guaranteed), truffles and lucerne (marked with 
the quality guarantee of the Institute of Agronomic 
Research). The exports of fruit increase every year 
and their quality is more and more being appreciated. 
Equally popular is the salted pork (bacon) which is 
exported to Britain and the ham and preserved meat 
sent to America. 

The home market is always well supplied thanks 
to the abundance and variety of products and there are 
few countries where living is as easy and as pleasant 
as it is in Roumania where agriculture is and will remain 
the firm foundation of the national economy and the 
the most important factor in the prosperity of the 
country. 


The Evolution of the Oil Industry 
in Roumania 
By M. C. Osicianu 


President of the Association of Petroleum Industrialists of Roumania. 


IL production in Roumania became a commercial 
proposition in 1857, when the first refinery was 
established. Since then 106,796,000 tons of oil 

have been extracted, or 2:49 of the total world pro- 
duction. Rapid progress really dates from 1896, when 
the output only amounted to 68,000 tons. New stratas 
have been discovered and new fields opened up. The 
$2 
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dry system gave way to the hydraulic system, the first 
rotary well being drilled in 1912. The following year 
1,885,600 tons of oil were produced. The distraction 
of the war years was succeeded by the complete recovery 
of the industry, accelerated and extended by further 
technical improvements. 

The present position of the industry may be described 
under the three heads of exploitation, treatments and 
marketing. Exploitation is carried out by methods 
similar to those of the United States. Drilling operations 
have been standardised, and the results vie with those 
of the United States. Thus the time taken to drill a 
well of a depth of 2,000 metres is less than in America. 
The cost per metre drilled has also been reduced from 
17,800 lei in 1926 to only 4,600 lei in 1933. Equal 
progress has been achieved as regards extraction, and 
since 1926 has been reduced from 8,000 to only 1,000 lei. 
Great assistance has been derived both from geophysical 
prospecting work initiated in 1927, and from the metal- 
lurgical industry. Most of the equipment now in use 
can be manufactured in Roumania. Due attention is 
also given to the conservation and use of natural gas. 

The refining industry, created in 1856 by the erection 
of the first refinery at Ploesti, has developed side by 
side with exploitation, and the capacity of the refineries 
successively erected exceed by far the production of the 
fields. In 1881 there were 20 refineries with an annual 
treating capacity of 110,000 tons as against production 
of 17,000 tons, and in 1890 of 334,000 tons as against an 
annual production of 68,000 tons. The main extracted 
product was kerosene, the yield of which was 55 per 
cent. as compared with 5 per cent. benzene and 6 per 
cent. lubricating oils, this being for Campina crude oil. 

The modernisation of crude oil treatment began in 
1906, when foreign capital became closely interested in 
the Roumanian oil industry. Benzene became the main 
product, and the output of kerosene was gradually 
reduced. Continuous distillation was now introduced; 
in Russia it had existed from 1882. During the world 
war of 1916 many of the refineries were destroyed, but 
they were gradually recommissioned after the war, 90 
that in 1924 the treating capacity approximated to 
that of 1913 (1,644,000 tons per annum as against 


1,787,000 tons in 1913). 
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The heavy capital expenditure which was necessary 
for the modernisation of the refineries imposed a slower 
rate of progress here as compared with that obtained 
in the fields. Nevertheless considerable progress was 
achieved, and this made it possible to put at the disposal 
of consumers a whole series of products, corresponding 
in quality to the demand of the market. Our refineries 
are producing anti-knock benzene with a satisfactory 
octane number for the use of internal combustion engines, 
and this finds a ready sale both in the home and export 
market. 

Cracking installations—by means of which the heavy 
products from the crude oil distillation used as charging 
stock, are transformed into light products by cracking 
of the molecules—were introduced very late and made 
very slow progress. The benzene obtained in Roumania 
by cracking represents 13 per cent. of the total benzene 
production; in the United States it represents 44 to 
45 per cent. 

Here are the returns for the output of Roumania’s 
refineries in 1936: 

I. Crude oil treated in refineries—8,043,000 tons 
against a production in the fields of 8,704,000 tons or 
about 92 per cent. of the production. 

2. Products obtained : 





Benzene... mee .. 1,921,800 tons or 23°89 per cent. 
Kerosene and White spirit 1,290,300 __,, 16:04 
Gas oil os ae .« 21,200,600 ,, 15°92 
Fuel oil ee ne .. 2,939,900 ,, 34°04 
Special fuel. . = et 52,200 _,, 0*70 
Lubricating oils... ws 62,800 __,, 0-78 
Paraffin ee a - 8,000 __,, 0-10 
Asphalt - ~ oe 81,800 __,, I-02 
Coke and briquettes sia 38,500, 0°45 
Sundry products .. aa 36,700 _—s—=», 0-46 
Total 7” .. 7,510,200 tons. 


Fuel oil used in the refineries 323,900 tons or 4:03 per cent. 
Losses in refinery .. -- 200,700 , 30 
The treating capacity of Roumania’s refineries may 
now be estimated at about 12,000,000 tons per annum. 
The development of the oil industry of Roumania 
during the last ten years is due not only to the richness of 
the strata, which permits the increase of the annual 
crude oil production by an intense exploitation, but also 
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to the markets that Roumanian cies appre- 
ciated as regards quality—have won abroad. Export 
markets absorb to-day about 80 per cent. of the re 
fineries’ production, and internal consumption only about 
20 per cent. This trend dates back to 1926, when exports 
exceeded for the first time the home consumption. In 
that year home consumption was 41-73 per cent. of the 
total value of petroleum products, and exports were only 
58-27 per cent. In 1925 the home consumption was 
54°20 per cent., and exports were 45-80 per cent. 

The increase in home consumption has been obtained 
very slowly, without great differences from one year to 
another. For the last five years (1932 to 1936) there has 
been an increase of 26 per cent., i.e. from 1,228,900 tons 
in 1932 to 1,545,600 tons in 1936. In 1937 home con- 
sumption was 1,280,000 tons for the first 10 months, 
which is at the rate of about 1,536,000 tons per annum, 
a slight decrease as compared with the preceding year. 
In order to illustrate the evolution of the home con- 
sumption, the figures for the period 1900-1932, at 
intervals of 5 years, and the annual figures for the period 
1932-1936 are given :— 

HOME CONSUMPTION 


IgOI .. 100,000 tons 1930 .. 1,252,800 tons. 
1905 .» 202,800 ,, 1932 .. 1,228,900 
I9QI0.~—.._-—s 400,800 _—="», 1933 -- 1,332,800 
I9QI5 .. 595,600 ,, 1934 .- 1,410,600 
1920 .. 435,500 _,, 1935 -- 1,479,700 
1925 931,600 ,, 1936 . 1,545,000 


The increase in home consumption is due to the 
improvement of the roads and to the increase in 
mechanical traction. In order to facilitate sales, there 
are an important number of central depots situated in 
the vicinity of the railways, with sidings, which are 
supplied direct from the refineries; and secondary 
depots, situated in rural districts and agricultural 
centres, as well as isolated distributing stations on the 
roads for the supply of motor-vehicles. To these may be 
added the stations for the supply of civil aviation, 
placed at the aerodromes. The total number of depots 
of all kinds is about 1,100. 

The oil industry of Roumania has made an important 
contribution to the development of aviation, by putting 
at its disposal the fuel necessary to the good functioning 
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of the motors, with lubricating oils that successfully 
replace the foreign ones. By the selection of non- 
paraffinous crudes, called octanic, an aviation benzene 
with a minimum octane number of 73 can be obtained, 
which by an addition of ‘ Ethyl-Fluid”’ in the proportion 
of 0-08 per cent. can be raised to 78-83. 

Exports have considerably improved annually for the 
last 10 years. Here are the export figures for the period 
1900-1932, at intervals of 5 years, and the yearly figures 
for the period 1932-1936 :— 


EXPORTS 
Ig0I .. 55,900 tons 1930 .. 3,867,200 tons. 
1905 .. 214,300 ,, 1932 .. 5,166,400 
1910 —=Ct.._:—«4585,900__,, 1933 -- 5,883,700 
I9QI5 -.. 435,900 _,, 1934 -- 6,547,000 
1920 .. 247,000 ,, 1935 -- 6,611,500 _,, 
1925 787,200 _,, 1936 .. 6,884,700 _,, 


For the first nine months of 1937 exports are esti- 
mated at 4,345,800 tons, i.e. at about 5,800,000 tons for 
the year, or 1,000,000 tons less than last year. This is 
due to the decrease in crude oil production in 1937. 
Pre-war statistics show a maximum export of 1,056,000 
tons in 1913. After the war exports were below the figure 
of 1913. In 1925 they amounted to 787,100 tons, and in 
1926 they rose suddenly to 1,494,200 tons and continued 
to rise every year, the index for 1936 being 448, taking 
1926 as 100. 

The following Table shows the division of exports by 
groups of countries and the changes which this under- 
went in 1936 compared with 1930 and 1913 :— 

















EXPORTS 

Per Per Per 
1913 cent. 1930 cent. 1936 cent. 

Tons Tons Tons 
Mediterranean Countries 475,200 45°O 1,735,600 44°9 2,861,200 41°5 
Central Europe .. ae 474,000 45°0 908,400 23°5 2,365,000 34°4 
Danubian Countries ea 100,600 9°5 824,300 21°3 1,088,900 15°8 
Bunkers .. oh en 5,000 O°5 396,300 10°2 480,100 7:0 
Different countries - — 2,600 or! 89,500 1-3 

1,056,000 3,867,200 6,884,700 





_ An analysis of exports for the period for 1919-1936 
gives 30 per cent. benzene, 23 per cent. kerosene, I5 per 
cent. gas-oil, 27 per cent. fuel oil, 3 per cent. for crude oil, 
I-5 per cent. lubricating oils, 0-4 per cent. asphalt and 
O°I per cent. paraffin-wax. 
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Values, however, have not followed the same as- 
cending curve. Owing to the fall in prices during the 
depression exports fell in value from 10,408,594,000 lei 
in 1930 to 8,661,165,000 lei in 1935 (The Liquid Fuel of the 
World, p. 45), after having fallen to a minimum of 
6,901,090,000 lei in 1931. In 1936 the export value was 
8,960,636,000 lei, and in the first nine months of 1937 
9,526,288,000 lei, as against 6,315,326,000 lei in the first 
nine months of 1936. The situation has improved this 
year owing to the favourable price trend, which has offset 
the quantitative decrease in exports which were 4,345,800 
tons as against 5,157,929 tons for the first nine months 
of 1936. 


Industry in Roumania 
By M. Christian Penesco-Kertsch 


President of the Chamber of Trade and Indusiry in Bucharest and 
Vice-President of the General Union of Roumanian Manufacturers 


OUMANIA was originally a purely agricultural 
R country and it was not until about thirty years 

before the Great War that she was compelled by 
circumstances to become an industrial country. Her 
industrialisation was the easier because of the fact that 
within her frontiers she has available vast quantities of 
raw materials—grain, hides, fats, wood, petrol, coal, etc. 
Industrialisation took a considerable time, because a 
population composed in the main of farmers and 
agricultural labourers had to be transformed into indus- 
trial workers. But, thanks to the skill and intelligence of 
the Roumanian peasant, the transformation was accom- 
plished in a shorter time than might have been expected. 
A further difficulty in the way of industrialisation was the 
complete lack of capital for investment in industrial 
enterprise. 

It was in 1887 that the first law for the encouragement 
of the national industry was passed at a time when 
Roumania possessed only a few factories, none of which 
had any real economic importance. Twenty-eight years 
later the number of factories with a minimum motor 
power of five h.p. and employing a minimum of twenty 
workers was 847, with a total motor power of 120,000 h.p. 
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Before the war the specialised industries—foodstuffs, 
leather, paper—were quite able to supply her own needs. 
After the war Roumania regained Transylvania and the 
Banat where considerable sums had been invested in 
industries. The lack of raw materials of an agricultural 
nature and defective means of communications, together 
with a very restricted consumption, had been the first 
obstacle in the way of their industrial development. 
Secondly, the competition of the great industrial trusts in 
Bohemia, Vienna, Budapest and Galicia had hindered 
considerably the development of the native industry. As 
a result many Roumanians had sold up their belongings 
and emigrated en masse to the United States. To arrest 
this flight of population the pre-war governments of 
Hungary had embarked on a policy of encouraging local 
industry with the support of the State. The results were 
fairly good and there had actually been created in the 
neighbourhood of the frontiers an industry which though 
its productive capacity was small could at least assure a 
means of livelihood to local labour. This encouragement 
of industry in Transylvania and the Banat was, however, 
so arranged that the ownership of the factories was 
vested either in the hands of the Magyar minority or in 
the State, and not in the hands of the Roumanian 
population. Roumanians, in fact, were systematically 
excluded from industry although they were in an 
overwhelming majority. 

The restoration of Roumanian unity meant that these 
provinces with their industries became incorporated in 
the Kingdom of Roumania. Meanwhile, as a result of 
the agrarian reform, the standard of living of the rural 
population was raised. Thus there arose a new internal 
demand for the products of Roumanian industry, and 
this was soon reinforced by a growing demand from the 
Near East. 

The 1912 law for the encouragement of industry was 
applied to the reunited provinces without discrimination. 
Some idea of the rapid development of industry in these 
provinces can be obtained from the figures compiled by 
the Ministry for Trade and Industry. These show that 
the number of enterprises with a minimum of five h.p. 
and employing at least twenty workers doubled in the 
period 1922 to 1927. During later years the depression 
forced a number of factories to close, but others were 
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reorganised and leita The course of mites since 
1922 is shown in the following table :-— 







TRANSYLVANIA AND THE BANAT 
Power available Value of production 










(h.p.) (millions of lei) 
1922... 4 a 167,388 8,919 
1924... - we 205,146 16,367 
19027 «. i a; 234,260 24,164 
1932 .. ay ie 254,869 13,528 
1933 -- ~ ois 268,314 13,769 
1934 .. i as 277) 527 15,762 
1935 277,683 18,802 






The industrial dew elopment for the whole of Roumania 


since the war is shown below :— 
No. of | Power available Value of production 



























enterprises (h.p.) (millions of lei) 
1924 . -. 3,840 389,549 44,738 
1927 - -+ 4,094 403,549 59,044 
1931 - +» 3,524 498,059 33,154 
1934 ee a 3,510 558,468 41,835 
1935 3,613 582,946 47,288 


These figures increased considerably in 1936 and 1937. 

The next table gives the chief industries of Roumania 
in their order of importance. It shows the value of their 
output in 1935 (in millions of lei) :-— 


Foodstuffs .. hae a a on os FESO 
Chemicals .. ve - <3 ae aa 9,503 
Textiles .. in a a a i 8,973 
Heavy industries .. “a - se we 8,516 
Paper, etc. .. or “s ae em ‘es 2,488 
Timber “i a a 6 - a 2,198 
Hides ee ; - - ‘3 si 1,766 
Building mate rials ‘“s ae os “ 1,267 
Glass Pe , wih a - 459 
Electrotechnical industry + - ‘cs 148 
Pottery .. , os 74 


These figures, too, increased noticeably i in 1936 and 1937. 

Since 1933, when there was a general tendency in every 
country to circumscribe economic activity by the rigid 
discipline of autarchy, Roumanian industry has developed 
enormously, particularly the heavy industries and textiles. 
Equally, the majority of factories in Roumania re- 
equipped themselves, so as to produce the more complex 
goods such as had been previously imported from 
abroad. As a result new industries came into being to 
supply the country with those articles which hitherto 
had been exclusively imported. From this point of view 
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it is worth noting the incessant effort made by the 
chemical industry, which was able to put on the market 
a whole series of new products. In 1937 there was erected 
a factory for the production of aniline dyes, two more for 
the production of artificial silk, and also a number of new 
cotton mills. 

In the last few years the armament industry has 
received a great fillip as a result of orders placed by the 
State and through the securing of many foreign patents 
and licences to manufacture. The mining industry has 
also developed, particularly the oil industry and the gold 
mining industry. The latter’s production doubled in a 
few years, thanks to the support given by the National 
Bank of Roumania. 

Below are given the figures compiled by the institute 
of economic research (Institut roumain de Conjuncture), 
and these give an excellent picture of the development 
of production in the last ten years (indices of production : 


1927 = 100): 

Manu- Mining State Complete 

factures (including oil) monopolies Electricity index 
1927 .. 100-0 100-0 100°0 100-0 100-0 
1928 «s Shes 109°8 106°5 102°I II0°2 
1929 -- BIg*3 139°7 93°I 108-1 117°9 
1930 .. II4°2 139°3 86-5 94°6 II4°I 
1931 + Saa-9 155°1 69-6 75°9 120°4 
1932 .. 96-0 166-3 70°2 115°8 104°4 
1933 .. 118-4 167-1 70°7 118-5 I2I-0 
1934 -- «=147°7 184°5 70°8 137°7 146-1 
1935 .. 145°3 182-6 70°9 152°7 144°0 
1936 =. «154°7 189°7 69-2 171°7 153°3 


The ; progress since 1934 can be clearly seen from the 
table. To-day Roumanian industry has factories whose 
equipment and management can hold their own with any 
rival concern abroad. In 1937 there was passed the law 
governing the cartels. Its object was to control and direct 
the activities of the industrial cartels, and to check 
unsound industrial investment. A final point is that in 
spite of the protection accorded to Roumanian industries, 
the prices of Roumanian products have always remained 
at or below the world level, and have never risen out of 
teach of the average purchasing power of the home 
consumer. 
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The Mineral Wealth of Roumania 


By Professor G. Macovei 


Director of the Geological Institute of Roumania 


S the result of geological and physical conditions, 
A Roumania is one of the richest countries of Europe. 
The mountain districts afford an abundance of tim- 
ber, and her pastures opportunities for the raising of great 
herds of cattle. Waterfalls provide possibilities of a supply 
of cheap power, and coal is to be found in large quantities. 
Vines and fruit trees are grown in the hills, and the 
enormous plains have won for Roumania the reputation 
of a great agricultural country. The industrial possibilities 
of a country owning such varied products may therefore 
readily be admitted. 

From the point of view of economics, the geology of the 
country is of special interest. A geological map suggests 
immediately that the mineral deposits are of the first 
importance. As a matter of fact they are exceedingly 
rich. Great quantities of petroleum, coal, methane gas, 
gold-bearing ore, rock salt, etc. are to be found throughout 
the hills. 

The mining industry is to-day the most important in 
the country, and during the recent economic crisis it was 
this industry which restored the commercial balance. 
The most valuable of the products are combustibles and 
salt deposits. Metals occupy the next place. There are 
also mineral waters of excellent quality, and rock 
formations used in industry, such as mica, marble, 
gypsum, alabaster, etc. 

In an attempt to arrive at a rough estimate of the 
extent of Roumania’s mineral deposits, it is best to begin 
with fuel of which petroleum is obviously the most 
important. Petroleum is found chiefly on the further 
slopes of the Eastern Carpathians. It occurs also in 
smaller quantities on the inner slopes of the same range 
and elsewhere. The fields at present worked are mainly 
in the southern part of the Eastern Carpathians, in the 
departments of Buzau, Prahova, and Dambovita. This 
region accounts for 98 per cent. of the total production, 
which, in the year 1936, amounted to 8,700,000 tons. 
Actually many fields are not yet exploited, and a reserve 
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of 80 million tons only can be reckoned upon, in the three 
departments of Wallachia. 

Natural gas is the next most important product. 
Apart from that found in the petroleum fields, methane 
occurs in large quantities in the central part of Tran- 
sylvania. The reserves here are very large, and the annual 
production is about 200 million cubic metres. Gas has 
also been found in the plain of Moldavia and elsewhere. 

Coal of all kinds is a valuable source of mineral 
wealth. Anthracite occurs in the Southern Carpathians 
and there are large deposits of white coal at Banat. 
Here coal has for long been worked. The most important 
deposits are in the region of Doman-Anina, reckoned to 
amount to at least one hundred million tons. 

Brown coal is found in the northern part of the 
country, especially in the upper valley of the Jiu. In 
this field alone there are said to be fifteen hundred 
million tons and in other regions about two hundred 
million tons. 

Lignite occurs in Transylvania and throughout a 
whole region between the curve of the Carpathians and 
the Danube. The deposits of this mineral exceed one 
thousand million tons. Peat is found generally in the 
upper Carpathian districts but is little used in Roumania. 

Reckoned all together, the deposits of coal in the 
country amount, in all probability, to about three 
thousand million tons. 

Salt, the next most important product, is usually 
found in mass formations of which about 200 are known 
though only 11 are exploited. Some of these are between 
the Polish frontier and the department of Valcea and 
others round the Transylvanian plain. The deposits are 
enormous and might be estimated to amount, throughout 
the country, to four hundred million tons. About 300,000 
tons are mined annually. 

As regards bituminous products, asphalt is found in 
the Carpathian petroleum fields, and there are considerable 
deposits in the department of Bihor, to the north west. 

Amber has also been discovered close to the Car- 
pathians and is being worked mainly in the department 
of Buzau. It is of excellent colour and therefore much 
sought after for jewelry. 

Among the metal-bearing ores, the gold and silver 
lodes may be mentioned first, as these have been worked 
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for many centuries. Gold and silver are always found 
together, and in Roumania are discovered in the form of 
veins in eruptive rocks; alluvial gold also occurs. Three 
quarters of the gold mined in the country comes from the 
Apuseni Mountain region, and the remainder from 
northern Transylvania. At present the annual pro- 
duction is only a few thousand kilograms of fine gold, 
though the deposits are, no doubt, large. Copper ores 
are less important, and the known deposits would not 
amount to more than one million tons of ore containing 
5 per cent. copper, and two million tons of ore in which 
copper appears in small quantities with lead, zinc, etc. 

The last two metals are found in heavy lodes in 
northern Transylvania, and appear in the ores in the 
proportion of 2-6 per cent. lead and 6-14 per cent. zinc. 
The known deposits are not great and their metal contents 
amount to no more than a few hundred thousand tons. 
The deposits of aluminium are larger. They lie mainly to 
the west of the Apuseni Mountains. There are probably 
several millions of tons of these, as is also the case with 
iron pyrites, which are found alone or with other metals. 

Mercury is also worked in the Apuseni Mountains. 
These workings are very old but have not been 
considerably exploited and the amount of the deposits 
is unknown. Iron ore is found in the Carpathians and the 
Apuseni Mountains, and the deposits may be very large 
as they are widely spread; they are known to amount to 
some tens of millions of tons. Manganese also is widely 
distributed, the most important deposits being in Buko- 
wina and the Apuseni Mountains and consisting of several 
million tons. Chromium is found in the region of Dubova 
but has been little prospected ; surface indications suggest 
the quantity as about ten thousand tons. 

Bismuth, molybdenum and arsenic are also found, 
together with a large number of ores and rock formations 
of a more ordinary description which appear everywhere. 
There are also the mineral waters which, from the curative 
point of view, are famous throughout Europe. 

It is clear from this v ery brief account that Roumania 
possesses a great wealth of products beneath the soil, 
Some, such as coal and salt, appear in exceedingly 
valuable quantities; others, such as metal ores, are 
less important but also contribute to the creation of an 
economic entity. 
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Gold-Mining in Roumania 
By M. I. G. Gigurtu 


Minister for Industry and Trade and former Director-General 
of the “MICA” Company. 


OUMANIA’S gold deposits were known as far back 
R as the sixth century B.C. When the Romans 
conquered Dacia—roughly the equivalent of the 
modern Roumania—they systematically worked the gold 
mines in that area, mainly the mines of Alburnus Major 
(the modern Rosia Montana) and Ampelum (the modern 
Ziatna). It is still possible today to see the traces left by 
these miners 1,800 years ago. They produced so much 
gold that a mint was set up at Apulum (the modern Alba 
Julia) in A.D. 246. 
The barbarian invasions seem to have temporarily put 
a stop to regular working, but in the twelfth century it 
was resumed when German colonists, who were mining 
specialists, came in to reinforce the native miners. Since 
then the gold mines of Transylvania have been steadily 
worked and in 1913 their output was as high as 2,924 
kilogrammes of fine gold—a maximum for the pre-war 
period. The Great War stopped most of the working, and 
most of the mines were closed down. After the War work 
was resumed and in 1919, 730 kilogrammes of fine gold 
were produced. Since that date production has steadily 
increased. 


Kilogrammes Kilogrammes 
Year of fine gold Year of fine gold. 
191g 9 co 730 1933 -- ie si 3,502 
1920 ey we 1,308 TQ34. «. ta = 3,624 
1925 ba he 1,313 1935 -- ei me 4,552 
1930 che i 2,624 1936 .. ue sr 4,991 
1931 ii re 3,120 1937 (II months) .. 4,367 
1932 : 3,659 


The biggest producer is the ““ MICA’”’ Company. In 
the first ten months of 1937 its output was 57 per cent. 
of the total production; then came the State mines with 
20 per cent., leaving 23 per cent. to be shared among all 
the other producers. 

The principal deposits are found in two districts of 
Transylvania, one in the Apuseni Mountains, known as 











214 THE BANKER 


‘the gold-bearing quadrilateral ’’ and the other in the 
north, in the Baia Mare district with the Gutin and Lapus 
hills. These deposits go back to the volcanic eruptions 
of the tertiary period of Rhyolite, Andesite and Dacite 
rocks, which formed volcanic ranges or isolated plateaus 
round the later Transylvanian basin. The “ gold-bearing 
quadrilateral ’’ extends over a territory bounded by the 
mining centres of Zlatna, Baia de Aries, Carasiu and 
Sacaramb. The deposits are of the type called filonian, 
the gold being found mainly in filonian fractures. 

The mineralisation is varied in type and is particularly 
characterised by the presence of gold in a quartz matrix. 
The gold represents here roughly 60 to 70 per cent. of gold 
produced, while gold associated with pyrites is much less 
frequent. Another characteristic of this region are the 
deposits of gold-bearing earths—Nagyagite, Sylvanite, 
Petzite, Hessite, etc., which are found particularly at 
Sacaramb and Baia de Aries. The mining area of Baia 
Mare is in the north of Transylvania. The metal deposits 
are found only in the southern part of the volcanic area 
of the Gutin and Lapus, and are characterised by filonian 
structure of remarkable continuity and an extent varying 
between one and several inches. Here mineralisation is 
more complex in character and the metallogenetic zones 
are thus distinguished: gold, silver, lead, zinc, copper. 

Unlike the Apuseni deposits, the Baia Mare deposits 
are poor in pure gold and consist mainly of auriferous 
sulphides with pyrite predominating. The metallogenetic 
distribution mentioned above is clear here, for lead and 
zinc in the lower strata are now mined. 

Extraction is of two types. The first is the 
rudimentary or peasant type and is seen in certain of the 
Apuseni centres. The most typical is Rosia Montana, 
where the mining properties are in small areas roughly 
of a hectare or so. Here exploration has been going on 
since prehistoric days, and relics of the Romans are 
frequently found. The commonest form of enterprise 
among the small producers is that of co-partnership. 
Each partner possesses mining rights represented by a 
share of undefined value which is negotiable. This gives 
the owner the right to participate in the indivisible 
ownership of the co-partnership. Each partner shares in 
expenses and profits pro rata to the number of shares he 
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holds. Working is done as a rule by the partners and 
their families, and the ore extracted is divided among 
them. It is then sent to the refineries, where it is washed 
and refined by mercury. These peasant refineries are 
wooden affairs and use as power running water driving a 
hydraulic wheel. Such rudimentary methods are possible, 
because here the ore contains 70 per cent. of gold in its 
native state scattered in grains in the quartz matrix. 
Such methods of extraction, although they realise only 
about 50 per cent. of the gold available, are profitable 
enough for small owners, for no costly machinery is 
needed and neither water-power nor man-power needs to 
be paid for. 

The big producers—the various mining companies and 
the State mines—have, of course, adopted modern 
methods. An increase in the amount of gold obtained 
and the exploitation of deposits poorer in metal have been 
the chief aims of these companies. Because of the amount 
of raw gold in the Apuseni deposits, amalgamation is 
extensively employed in the mining of gold and silver. 
The rest of the precious metals associated with pyrite are 
concentrated by flotation. The amount of gold extracted 
is usually more than go per cent. of the gold available. 
Cyanuration has not given very good results here and so 
it is only partially used in the ‘““ MICA” mines for the 
extraction from concentrates with a low gold content. 

The Baia Mare mines are so varied in character that 
every kind of method of extraction is used. Where there 
is raw gold, amalgamation is the initial process for the 
extraction of both gold and silver. That is followed by 
flotation, collective or selective according to the nature 
of the minerals. The metal in the concentrate is then 
obtained either by their cyanuration where content is 
low, or by smelting in the State mines, where the con- 
centrates are richer in the precious metals. 

There are three foundries in Roumania, two belonging 
to the State and one to the Phoenix Company at Baia 
Mare. All three use the lead basis method as principal 
collector and the copper basis method as secondary. The 
two State foundries are at Baia Mare and at Zlatna. The 
Phoenix foundry at the former place is used exclusively 
for the silver bearing lead found there. The “ MICA” 
Company is at present erecting a foundry at Diciosan- 

. 
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martin, which will be in operation this year. The raw 
gold obtained by amalgamation, cyanuration or smelting 
is then refined in the electrolitic refinery belonging to the 
State at Baia Mare or in that belonging to the “* MICA” 
Company at Brad. 

The Roumanian State and the Bank of Issue fully 
realised the importance of a native gold-mining industry 
and have steadily encouraged its development. By recent 
legislation the State grants a premium to producers 
varying according to the methods in use and according 
to the proportionate increase in production compared 
with the average figure for 1932-35. A credit institution 
designed exclusively for the financing of the industry has 
been set up by the State in collaboration with the National 
Bank and private capital. At the same time, every 
endeavour has been made to attract foreign capital. 
Article 71 of the Mining Law lays down that capital 
invested in new enterprises or in new equipment for the 
extraction and refining of gold or silver can be redeemed 
by annual payments. Besides a sum equivalent to Io to 
30 per cent. of production can be transferred abroad ona 
progressive scale of production as made possible by the 
capital invested. Great attention, too, is paid to survey 
work in the hope of finding new deposits to swell the 
national wealth. 





Roads and Railways in Roumania 
By M. Traian Parvu 


Inspector-General and formerly Secretary-General of the 
Department of Public Works and Communications 


OADS.—The roads in Roumania fall into one of 
R three great classes: (1) the national roads (total 

length, 13,847 kilometres) whose function is to 
link up with each other the chief towns of the depart- 
ments and the important economic centres; (2) the 
departmental roads (total length, 31,441 kilometres), 
which link the chief towns of the departments with the 
important economic centres of the district or with similar 
centres in neighbouring departments; and (3) the 
communal roads (total length, 63,089 kilometres) which 
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link up the villages throughout the country. Under the 
highways law the maintenance of the national roads 
is the duty of the Ministry of Public Works and Com- 
munications. Departmental roads are looked after by 
the respective departments, and the burden of main- 
taining the communal roads falls on the villages they 
link together. 

Many great difficulties have had to be faced in 
improving the roads. Serious damage was done during 
the war over more than half Roumania’s pre-war 
territory and also in Transylvania and the Bukovina. 
Bessarabia had no metalled roads prior to her absorp- 
tion. The rapid progress of mechanical transport since 
the war caused fresh deterioration at a time when 
the economic crisis and the social changes increased the 
difficulty of obtaining fresh funds and labour. 

During the last few years great efforts have been 
made to improve the roads. A sum of 5,000,000,000 lei 
was granted in addition to the budget grant, which was 
hopelessly insufficient. Apart from the making of new 
roads and the modernising of existing roads, the greatest 
part of these supplementary credits went to minor 
maintenance work. 

The modernising of the national road Oradea (on the 
frontier) — Siciu —- Brasov — Sinaia — Ploesti —- Bucharest — 
Giurgiu has been of great significance for the communica- 
tions with the Far East. If Bulgaria had completed 
the construction of the road in its territory, the journey 
London—Constantinople could have been made entirely, 
on land at least, on a modern road. There was no 
certainty, however, when Bulgaria would undertake 
this work, and so at the Bucharest conference of 1936 
Roumania engaged to build a modern road from Bucharest 
via Oltenita to Constanza. The work on the first 
section has been completed, and the second section from 
Oltenita to Constanza is now in hand. 

_ A second road which is scheduled for modernisation 
is that joining Jimbolia (on the frontier)—-Menadia—-Turnu 
Severin — Craiova — Bucharest — Buzau — Focsani— Bacau — 
Roman-Cernauti-Grigore Ghica Voda. This road is the 
backbone of the country, and not only links Yugoslavia 
with Poland, but also serves the interests of the districts 
it crosses. The Bucharest-Buzau section is already 
as 2 








218 THE BANKER 


finished, and contracts for the sections Turnu Severin- 
Menadia and Buzau—Focsani and part of the section 
starting from Baca have been placed. The modernisation 
of the road Targu Ocna-Slanic is under way. 

This work has been undertaken under the law 
allocating 100,000,000 lei every year for modernisation 
and also under the law of 1937 which granted a subsidy 
of 1,600,000,000 lei spread over five years. When it is 
all completed Roumania will have a network of modern 
roads more than 2,000 kilometres in length. 

In view of the bad state of the roads of all classes, 
the former Minister of Communications and Public 
Works, M. Richard Franasovici, laid down a minimum 
programme for a ten-year period. This is in two distinct 
parts :—(1) repair of the national and departmental 
roads by macadamising them; and (2) the building of 
new national and departmental roads, bridges and 
viaducts, including two new bridges over the Danube 
and the modernisation of a new portion (4,000 kilo- 
metres) of the national roads. The total cost is estimated 
at 36,000,000,000 lei (3,600,000,000 lei annually). It is 
clear that in the present state of the budget such a sum 
is too large, but in view of the importance of the work 
and to aid our rearmament effort, the present Govern- 
ment will do all it can to find financial support for so 
important a programme. 

RAILWAYS.—Before the war the Roumanian Rail- 
ways Company’s system (3,600 kilometres in length) was 
well managed with an average active coefficient, i.e. 
the ratio of cost to revenue, of 65 per cent. Regular 
surpluses were earned by the Railways Boards—a 
State concern. During the war, 2,300 kilometres of 
line were in enemy hands from November, 1916, to 
November, 1918, and when the enemy departed the 
State found the lines stripped of signalling apparatus, 
telegraph and telephone lines and rolling stock, and its 
bridges completely destroyed and replaced by temporary 
erections. When peace was signed the Railways Board 
had to take over in the re-united provinces another 
7,225 kilometres of line. That system, however, had 
two great defects. First it lay in provinces whose 
economic orientation was different from that of old 
Roumania, and so there were no natural links with the 
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erin- latter’s system. Second, the lines had been built as 
ction secondary lines with a coefficient of more than 70 per 
ation cent. and they had suffered the same war damage. 
The first care of the Government was to distribute 
law from the proceeds of the foreign loan raised at the time 
ation a sum of 5,000,000,000 lei for repairs and renewals. To 
bsidy change the orientation of the old permanent system and 
it is to adapt it to the economic and military needs of greater 
»dern Roumania the following lines are being built. (1) 
Bumbesti—Livezeni, which unites the Petrosani basin 
1SSes, to the old kingdom, (2) Ilva Mica—Vatra Dornei, a 
ublic line which realises the political aim of linking the Mara- 
mum mures to the old kingdom and making a new link 
tinct between Transylvania and the old kingdom (with 
ental Bessarabia). These lines will be completed at the end of 
ig of 1939. (3) Resita—~Caransebes, which links that important 
and heavy industries centre with the rest of the country; 
nube (4) Babadag—Tulcea, providing railway communications 
kilo- for a complete department. Besides these lines now 
1ated under construction, work has been finished on the line 
It is Salonta—Chisinau, which links Oradea directly with Arad, 
sum separated by the tracing of the frontier and the lines 
work Checea—Ionel which was completely separated in 1936-37. 
vern- Further lines are proposed to complete Roumania’s 
or sO communications with her river and sea ports. 
As to rolling stock the railways possess 1,987 loco- 
Rail- motives and 137 motor engines in use, and a total of 
| was 3,647 locomotives and 170 motor engines. At the 
» Le. moment all the locomotives needed are built in the 
cular country in two great factories. The motor engines, 
ls—a introduced by General M. Ionescu in 1932, are of the 
s of Sentinel type and are built in Britain. They are being 
), to used to an increasing extent, while the secondary lines 
_ the now use others built in Roumania. Their use has 
atus, enabled the railways to earn a profit on their passenger 
d its traffic. Thanks to these measures the multiplicity of types 
rary of locomotives has been systematically done away with, 
joard and the power of the new locomotives is much greater. 
other Following the progress made by foreign railways, 
had Roumania is now making motor engines of the aero- 
hose dynamic type with a speed of 75 miles per hour. 
old The problem so often debated at international railway 


1 the conferences suggested to the Liberal Government the law 
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of 1934, by which the monopoly of roads running parallel 
to the railways or competing with them was handed over 
to the Railways Board. By an agreement made under 
this law, there were ceded to the Board 11,000 kilometres 
of road on which it runs buses and trucks. 140 buses 
and 25 trucks are in use, and the length of road used 
amounts to 2,600 kilometres. Repair sheds have been 
equipped for the repair of locomotives and trucks. 

The problem of personnel, rendered rather difficult 
by the number and diversity, has been solved by organisa- 
tion measures. The number of personnel has greatly 
fallen as a result of rationalisation of labour—from more 
than 120,000 in 1927 to 82,000 in 1936. 

The efforts made in every branch of railway activity 
have resulted in balanced budgets and even surpluses in 
place of the deficits which were the rule until 1931. The 
results obtained in the last few years are very satisfactory 
and the Board need fear no comparison with the best 
organised foreign management. 

The operating results for recent years are shown 


below :— 





1927 1929 1932 1933 1934 1935 1936 
Total train-kilometres . . Thousands 52,807 56,530 49,637 48,639 53,105 57,643 62,936 
Totalgrosstonkilometres Millions . 17,796 17,006 15,694 16,095 18,129 19,323 20,762 
Passenger kilometres . Millions . 3,151 3,047 2,204 2,297 2,525 2,848 
Ton-kilometres . . ‘ Millions .. 4,714 4,619 4,382 4,498 5,043 5,277 
Revenue . ‘ Millions .. 11,794 12,376 8,836 8,683 9,079 9,071 
Expenditure ‘ Millions .. 13,938 14,076 8,466 7,828 8,656 9,005 
Coefficient of exploitation*® — 118-18) 13°74 95°8r go's 95°34 99°27 
cost xX 100 

revenue 


The main trends are an increase in goods traffic while 
passenger traffic has recovered from its setback during 
the depression. Both revenue and expenditure are 
less than ten years ago, but an annual deficit has been 
turned into an annual surplus. 


* The coefficient is 
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Transport by Sea and Port Facilities 
in Koumania 


By M. Radu Irimescu 
Minister for Air and the Navy 


OUMANIA’S coast line on the Black Sea is 
R 250 miles in length; the Danube, the mouth of 

which is Roumanian territory, is her southern 
frontier for a distance of 685 miles; her wealth consists 
in the main of grain, oil and timber, all of which are 
well suited to water transport. It is only natural, 
therefore, that there should have been throughout her 
history a continuous development of water-borne trade 
and that such trade should play a very important part 
in her economic life. 

Navigation began along her coasts in very early times, 
for there were Greek commercial settlements as early 
as the seventh century B.c. Activity was also intense 
during the Roman period. Coming to more modern 
years, in 1856 the European Danube Commission was 
set up to improve navigability at the mouth and to 
regulate traffic on the river itself. In 1857 the Ottoman 
Empire granted a concession to a British company for 
the extension of the Port of Constanza and for the con- 
struction of a railway from there to Cernavoda on the 
Danube. 

One of the results of freer trade at the mouth of the 
Danube was the development of agriculture, which, so 
far, had been without outlet for its products. 

In 1859 came the foundation of modern Roumania 
with the union of the two principalities and the casting 
off of Turkish suzerainty and then the completion (1878) 
of her territory by the annexation of the Dobrudja. 
From that year the continuous progress of the country, 
the development of agriculture and the ever increasing 
production of oil have made increasingly profitable 
Roumania’s foreign trade and her seaborne traffic. 
After the Great War, which doubled the size of the 
country, and after great economic difficulties, which were 
complicated by the great agrarian reform, Roumania 
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recovered her equilibrium and is once again advancing 


vigorously along the path of progress. 
During 1936 Roumania’s foreign trade figures were as 


follows: 


Imports Exports 
Value Volume Value Volume 
Total .. 11,500,000,000 lei 626,000 tons 17,700,000,000 lei 10,549,000 tons. 
Seaborne 
trade.. 269,000 tons 7,504,000 tons. 


For both imports and exports the seaborne part of 
the total foreign trade is 70 percent. The addition of 
the 805,000 tons of foreign goods transmitted through 
Roumania which have taken the sea route yields a 
figure of 8,578,000 tons as the total of Roumanian 
transport by sea in 1936. 

The tonnage of vessels entering Roumanian seaports 
in 1936 according to flag was as follows: 


Italian .. ae .. 1,585,000 tons register. 
British .. ft Pr I,I4I,000 __,, ; 
Greek... iy me I,050,000_ , 
Roumanian ws ‘ie 973,000 


The most important of the Roumanian ports is 
Constanza. Sixty per cent. of the foreign trade of the 
country passes through Constanza whose traffic is equal 
to that of Genoa or Marseilles (excluding neighbouring 
ports). The bulk of the trade consists of oil, with grain 
and timber coming next in order. The port is protected 
by jetties 10,000 feet in length; its wharves are 17,400 
feet in length and the depth of water in the port is from 
27 to 33 feet. The facilities for loading grain and oil 
here are among the best in the world. In the summer of 
1938 the port is to be equipped with a floating dock with 
a capacity of 8,000 tons. It will be in a new basin at 
present under construction. 

Galatz has a dock basin with an area of 20 acres and 
7,000 feet of quay wall, a 2,400 ton elevator, ware- 
houses for general cargo, wharf cranes, workshops, etc. 
A second basin with an area of 22 acres is reserved for 
timber. The length of the quay wall along the river is 
about 1} miles and it is fully equipped with sheds, etc. 
A free port zone is at present under construction. 

Braila has a dock basin similar to that at Galatz, 
with an elevator, etc., as well as a length of 14 miles of 
quay wall along the river. Near the latter are privately 
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owned warehouses with a total capacity of 100,000 tons of 
grain. Grain transported down stream is transferred 
from barges to the holds of seagoing vessels by a large 
number of floating grain elevators. 

Because of the bar in front of the entrance to the 
Sulina canal, vessels calling at ports on the lower Danube 
as far up as Brdila (106 miles from the sea) are limited 
to a draught of 22 feet. On the other side, up stream 
from Braila, when the water is lowest, vessels may be 
loaded down to seven feet. 

Besides Galatz and Braila the Roumanian Govern- 
ment has constructed and maintains 36 other ports on 
the Danube, including Giurgiu, which, because of the 
oil brought there by three pipe-lines, handles more traffic 
than either Galatz or Braila. Of the Danube’s tributaries 
only the Pruth is navigable for a length of 125 miles. 

The lighthouse service on the Black Sea coast has 
been greatly improved during the last few years and two 
direction-indicating stations have been erected. A mari- 
time wireless station has been put up at Constanza for 
the benefit of shipping. 

The upkeep and construction of ports and waterways 
is in the hands of a unified administration, organised on 
commercial lines, which now incorporates the River 
Navigation Service and the Maritime Service, and is 
under the Air and Navy Department. 

The Roumanian-owned merchant fleet on the Danube 
consists of 22 passenger steamers (total capacity 10,300 
H.P.), 117 tugs and launches (total capacity 27,500 
H.P.), and 627 barges and tanks (total capacity 475,000 
tons). 

Many of these river and seagoing vessels are owned 
by the Government through the River Navigation Service 
and the Maritime Service. The Government’s aim is to 
control freights and keep them at a reasonable level, to 
link up with as many foreign markets as possible, to 
create outlets for production, to attract goods in transit 
and to develop travel by sea. The Maritime Service has 
signed conventions with various steamship and railway 
companies at home and abroad, and aims at a process of 
rationalisation which will be highly beneficial. 

The new Cabinet’s public works scheme includes im- 
provement in port facilities, the construction of a 
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network of elevators at railway stations to work in 
connection with the elevators at the ports, the develop- 
ment of Black Sea ports other than Constanza to foster 
coastwise shipping (work has already begun at Balcic), 
the acquisition of two icebreakers to keep the lower 
Danube navigable, and improvements on the Pruth. 
A final problem is that of the maintenance of sufficient 
depth of water at the mouth of the Danube. The solution 
of that problem, as offered by the Danube Commission, 
is inadequate, for the depth maintained is only 22 feet. 
Very often even that depth, which may be considered a 
minimum, is not maintained. 


Roumania and the Tourist 


By M. Serge Dimitriu 
President of the National Office of Tourism 


ROM the point of view of the tourist industry, 
F countries fall into one of two classes. First, there 

are those whose favourable circumstances have 
long been familiar to the holiday maker and who only 
require to develop and co-ordinate their effort to attract 
the visitor. Second, there are those whose natural 
attractions are great, but who are still known only to 
the very enterprising. 

Roumania is in the second class. By its geological 
structure, its geographical position and particularly 
by its historic past which made of our country the 
scene of great events and a battle ground between 
East and West, it has a wealth of attractions rarely 
found together. Its landscape presents all the phases 
from snow-clad peaks or wide pine forests dotted with 
alpine lakes to the fertile steppe which ends at the 
sandy beaches of the Black Sea. Every possible variety 
of scenery can be found in this country of 300,000 square 
kilometres. 

Roumania, too, is very rich in mineral springs. 
Some of its hot springs have been known since the days 
of the Roman Empire, and in quality are equal to the 
most famous of the type. The salt lakes and those 
which have micro-organic muds every year work miracles, 
the fame of which has long since passed beyond the 
frontier. 
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The seaside resorts in the south are as fortunate in 
their location as any in Europe, admirable for sun- 
bathing. With their long beaches set against sandy 
yellow dunes and cliffs of many colours they offer a 
picture not easily forgotten. There are here, too, 
picturesque glens, grottoes, salt mines and the oil fields 
which always seem to attract the visitor. The Danube, 
whose majestic stream breaks into a delta, with its 
many lagoons and its marvellous bird life, is one of the 
wonders of Eastern Europe. 

Amid these varied scenes lives a people which, thanks 
to its temperament and character and also thanks to its 
high ideal of hospitality, has always earned the esteem 
of those foreigners who have taken the trouble to get 
to know it. The varieties of regional life with their 
own local customs, costumes and ceremonies cannot 
but fascinate the visitor. The peasant architecture 
has its own charm, although rustic genius had little 
chance of finding material in which fully to express 
itself. But there is the wonderful wood carving and the 
weaving, which the foreigner never fails to admire. 
Everywhere, too, are found historic or religious monu- 
ments. One need only mention the unique frescoes 
inspired by Byzantium, which date from the fifteenth 
to the seventeenth century. 

Nevertheless, Roumania is a modern country. The 
railway system, now nearly 10,000 miles in length, has 
excellent rolling stock, and what is perhaps as important, 
the trains are as punctual as those inthe West. Electric 
trains have recently been put into use and travelling 
at over 70 miles per hour, bring Bucharest within three 
hours of the mountains on the one hand and the sea on 
the other hand. The State railways have completed the 
system by adding a motor omnibus service which takes 
the traveller into all sorts of places still unconnected by 
rail. In the last few years, great efforts have been made 
to improve the roads, which were badly damaged during 
the Great War. Before the War, Roumanian steamers 
on the Black Sea were the pleasantest means of transport 
to the Near and Middle East, and since the War every 
endeavour has been made to maintain and improve the 
services. New steamers will be put into service this 
year and the traveller who takes this route to the East 
can be assured of speed and comfort. 
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The hotel industry is still struggling under certain 
handicaps. The lack of long-term cheap capital has not 
yet been made good and only a few big concerns have 
been able to establish in certain towns really good modern 
hotels. But the Roumanian hotel is not to be despised 
any more than is the food it provides, and the new 
hotels and pensions which the holiday centres are making 
every effort to set up, will certainly meet with the visitor's 
approval. 

The appeal of our country and the increasing number 
of foreigners who heard and answered it, made some 
sort of Government effort necessary if its natural 
advantages were to be properly exploited. The Mining 
Law of 1929 covered the hot springs, while the Railway 
and the Highway Laws of 1929 and 1933 laid down 
the steps necessary for the improvement of communica- 
tions and transport. The Law protecting natural 
beauties and places of interest did for the picturesque 
parts of our country what the Historical Monuments 
Commission had done for historic places and preserved 
them from the depredations of progress and the ravages 
of time. Such measures, however, dealt only with 
the fringe of the problem, and on February 29, 1936, 
there was passed a law for the organisation of the tourist 
industry. It followed those principles whose application 
had been so successful elsewhere and the problem is 
now on the way to complete solution. The realisation 
of the aims underlying that law was ensured by 
the creation of a central organisation called the National 
Office of Tourism (with 200 branches in the health 
resorts) to which the whole organisation and control of 
the industry is entrusted. The essential points of the 
law are the co-ordination, support and control of private 
enterprise; a speeding up of governmental efforts; 
the creation of methods and agencies to exploit 
Roumania’s natural advantages and to organise tourist 
propaganda at home and abroad. 

The National Office gives every help to all travel 
associations so as to let them develop rapidly on sound 
financial lines. Travel agencies are also helped and their 
relations with other State authorities made easiet. 
As from the tourist point of view Roumania is a young 
country, it is highly important that all efforts to increase 
the tourist traffic should be co-ordinated so as to give 
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the best results. The National Office sees to that and 
has done good work by its action vis-a-vis other State 
authorities in the matter of frontier, police regulations, 
control of foreigners, reduction in railway fares, customs 
formalities, consular visas, etc. 

Its chief business, however, is to attract the tourist, 
and for that purpose it has ample funds at its disposal. 
Thus at Roumania’s loveliest watering place, Mamaia, 
it has built a veritable palace with 120 rooms equipped 
in the most modern manner with every comfort and 
providing for every sport, especially swimming in fresh 
and salt water. It has also built a hotel at Turnu- 
Severin the beauty spot of the Danube and another at 
Valcov in the heart of the delta. Yet another has been 
built at Sarmisegetuza in the beautiful Hateg district, 
and another is now in process of erection at Balcic on 
the silvery coasts of the Black Sea at the most beautiful 
and attractive of all our Black Sea resorts. Private 
enterprise, too, has built huts and shelters for the 
mountain-climber and the hunter up and down the 
country. It is due to the insistence of the National 
Office that the hotel industry is now officially recognised 
as a national industry and can benefit by the credits 
extended to any other industry. Another problem is 
tackled by the Office through its branches in the health 
and pleasure resorts; in this way roads and paths are 
made and maintained, shelters built, parks laid out 
and sports and playgrounds constructed. 

The National Office also looks to propaganda and 
does this chiefly by advertisement. Its activity here 
is governed by these principles—the collection of com- 
plete information and the keeping of it up to date, 
advertisement of the best type using the most modern 
printing methods and effective distribution abroad. 
It maintains agencies in Paris, Berlin, Prague, Warsaw, 
etc., and of course it is helped by the great international 
travel agencies. The aim of these agencies is so to 
inform and advise the traveller that he will never realise 
that really in Roumania the tourist industry is still in 
its infancy. 








228 THE BANKER 





British-Roumanian Economic 
Relations 


By Percy R. Clark 


N Englishman who writes an article on the economic 
A position in Roumania, must first state his qualifi- 
cations. I have been working in Roumania as an 
industrialist and merchant for some twelve years, and am 
a member of the Council of the British Chamber of Com- 
merce in Roumania. 

We hear a great deal about the handicaps and 
difficulties that appertain to the modern controlled 
economic systems, embodying restricting imports, exports 
and remittances. Yet, despite these and all their 
handicaps my concerns have been doing much more 
business than was the case before such restrictions were 
instituted. In working under so-called “‘ planned econ- 
omy " the main trouble is that one must be more alert 
and work harder, but if this need be accepted, there is 
greater reward. It is true there have been some 
unfortunate results from these restrictions; indeed for a 
time many deserving British manufacturers who had 
delivered merchandise to Roumania were unable to collect 
the sums due to them. That, however, is now largely a 
matter of the past, and in all cases where the bona fide of 
the debtor has been established, the larger part of the 
remittances has been sent, and current shipments are 
being paid for with a reasonable degree of promptitude. 

A very big part has been played here by the British 
Chamber of Commerce in Bucharest, which for a long 
period advocated and pressed for a clearing arrangement 
between Britain and Roumania. There was some 
opposition to this proposal, but the cold logic of the 
Chamber’s arguments was finally accepted, and eventually 
a clearing system was instituted. Under its operation the 
larger part of the arrears has now been paid off, and those 
who wish to do so are once more able to import goods from 
Britain. There has been a certain amount of ill-considered 
criticism in regard to the measures taken by the 
Roumanian Government. Admittedly they were severe, 
but severity was necessary to meet the tragic conditions 
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that arose in Roumania in the slough of the recent 
unprecedented slump. 

Roumania furthermore, like many countries, felt 
constrained to introduce restrictions on the rights of 
foreigners to reside in the country. This seems to have 
had a somewhat disturbing effect in certain British 
circles interested in Roumania. Much has been said in 
the British press about the right of capitalists to appoint 
their own men to look after their interests, but it would 
seem that this principle is recognised by the Roumanian 
Government. I do not think that many British subjects 
have had to leave this country under pressure from the 
Roumanian authorities. It must be admitted, however, 
that British business concerns in Roumania are meanwhile 
somewhat loth to bring out new employees from England. 
It is at least obvious that these restrictive measures were 
not aimed at British subjects. They have been mainly 
applied against undesirables from amongst the uneducated 
masses of certain countries, whose citizens have of recent 
years swarmed into Roumania, aliens who bring nothing 
with them, perhaps, but empty stomachs, and who, the 
Roumanians complain, take bread from the mouths of 
the natives. 

One of the most important aspects of the economic 
development of Roumania during recent years is the 
enormous increase in her manufacturing industries. This 
is specially noticeable in the textile and metallurgical 
branches. The amount of new money invested each year 
in these branches of industry has been increased fourfold 
in the last few years through the medium of native 
limited liability companies alone, and, despite all the 
supposed difficulties of working in the country, it is 
noteworthy that a well-known British company has put 
up an enormous textile works recently at Talmaciu, near 
Sibiu, and has now allotted a further 100,000,000 lei for 
the purpose of carrying out capital extensions. Another 
large British concern has started pig-breeding and bacon- 
curing on a large scale in Roumania, mainly with the 
object of exporting bacon to the homeland, while a 
British group is said to be considering the acquisition of 
hotel property in Roumania. 

All this seems to indicate that the difficulties of 
working in Roumania are more apparent than real. 
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Roumania is immensely rich in natural resources. 
There is the oil industry, which, despite the small area 
of the Roumanian kingdom, places Roumania fourth 
amongst the oil-producing countries of the world. There 
are notable reserves of gold, copper, zinc, lead, etc. 
There is also the timber industry, which is a conspicuous 
factor in Roumanian economy, and there is the largest 
industry of all, agriculture, which of course in production 
for export comes first on the list. After cereals, the order 
in export importance of the various Roumanian industries 
is oil, timber, cattle, and then follow many minor products 
such as bacon, alabaster, etc. 

What interest then does Roumania offer for British 
industrialists and capitalists? There is (1) the estab- 
lishment of industries in Roumania; (2) export of 
machinery of all sorts to Roumania; (3) import of 
Roumanian raw and manufactured products. Roumania 
and Roumanian methods have been the subject of much 
criticism in quarters abroad, but the financier interested 
in foreign investment will find it well worth his while to 
exercise some forbearance and patience. Roumania is a 
young country and has a democratic form of government. 
It is true that some of the largest and most successful 
governments in this world are democratic, but they have 
hundreds of years of experience and tradition behind 
them, whereas Roumania is still in the first century of 
her independence. 

Personally, I have always found Roumanians kindly, 
considerate, hospitable and anxious to be helpful, and the 
higher the official with whom one comes in contact, the 
more kindly consideration one seems to meet. If certain 
foreign concerns have met with failure in this country, 
the real cause may be found elsewhere. In my considered 
opinion, with the right man at the head of the under- 
taking, any industrial concern in Roumania should 
eventually be a success. But if the investor has not the 
right man to put in charge of the business, then of course 
his capital had better remain at home. 








